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OUR CROWNING ACHIEVEMENT:
GLOBAL GROWTH

If we could use just one word to sum up the past year ar Burger King
Holdings, Inc. it would be: Growth. We opened 441 new restaurants
worldwide, and also recorded the first year of substantial net unit expansion
in recent history. Our development results proved we have the infrastructure,
capacity and discipline to profitably grow the brand in existing and strategic
new markets. Our restaurant pipeline is the strongest it has been in recent

_ years, and we expect to have more BURGER KING® restaurants operating

than ever before in the brand's history by the end of fiscal 2008.

Our marketing in fiscal 2007 was distinguished by best-in-class marketing
alliances with the NFL, NASCAR, Microsoft XBOX®, and movic promotional
tie-ins with SpongcBob SquarcPanis™ and Spider-Man™ 3. We also continued
to differentiate ourselves with edgy and memorable advertising campaigns.
On the product side, we introduced rhe first national fast food hamburger
restaurant {FFHR) breakfast value menu in the U.S., 2nd our sirategic mix
of premium and value menu offerings drove profitable sales. Operations
excellence also continued as a global priority. We successfully rolled out

| standardized operations platforms across the system and we significantly

improved our operations metrics in the U.S.

Momentum across all of our business drivers — development, marketing,
products and operations ~ enabled us to meer or exceed our annual financial

rargets for fiscal 2007, making for a record year across zll key measures.
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CONSECUTIVE QUARTERS OF
SYSTEM-WIDE POSITIVE COMPARABLE SALES

That's 3% years of positive quarterly comparable (comp)
sales growth at company-owned und franchise restaurants
system-wide. More than just an indicator of sales trends,
this growth demonstrates that our guests are drawn to our
advertising, marketing and operational initiatives,

441

NEW RESTAURANTS OPENED

We opened 26 percent more restaurants in fiscal 2007
than the previous year, including restaurants in four
new countries: Egypt. Indenesia, Poland and Japan.
The WHOPPER sandwich is now served in 69 countries
and U.S. territories.

$1.2 MILLION

WORLDWIDE AVERAGE RESTAURANT SALES
IN FISCAL 2007

Average restaurant sales (ARS) have climbed 23 percent
since June 2003. In the United States. we're aiming for an
ARS of 51.5 million in the next few years.

$2.2 BILLION

RECORD FISCAL 2007 REVENUES

Thal's an increase ot 9 percent {rom fiscal 2006.
Revenues rose in every region in every revenue category.

13.2 BILLION

IN SYSTEM SALES

Company and lranchise restaurant sales around the woild
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RESTAURANTS IN
69 COUNTRIES

AND U.S. TERRITORIES
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POSITIVE COMP SALES OF

3.6 PERCENT
FOR FISCAL 2007

UNITED STATES AND CANADA In fiscal 2007, we opened 92
restaurants in the United States and Canada. We also delivered an increase

in comp sales of 3.6 percent, propelled by the right mix of premium and

AL L
o BTN

value products, promotions and parmnerships, The BK™ Value Menu and

the inrroduction of new producis, such as the BK™ Stacker sandwich,

contributed to our robust results, and our breakfast and late-night
dayparts are growing at a faster pace than overall sales, As we move into
fiscal 2008, we plan to drive additional returns with an emphasis on
remodeling or rebuilding existing locations. Consumers on the go told us
they want hot, fresh and tasty food served quickly in a fun atmosphere ata
reasonable cost, and we followed through with operational excellence

and our commitment to consumer choice.

United S1ates

UNITED STATES AND CANADA

We are focused on our recently anngunced

‘ ARS goal in the United States of $1.5 million.
3 R ‘ ‘ . ) The last 50 free-standing restaurants opened
‘ : - i the U.S. for more 1than 12 months on average

are plready achieving that benchmark!
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FIRST RESTAURANT
OPENED IN EASTERN EUROPE

FIRST RESTAURANT
OPENED IN AFRICA

ORI L I

EUROPE, THE MIDDLE EAST AND AFRICA Inaland
where royalty rules, our very own King continues to grow in popularity. A
focus on premium-quality products and product innovation sparked sales
across the region. New menu offerings ranged from an Aberdeen Angus
Burger in the United Kingdom to BK™ Chicken Fries in the Mediccrrancan.
Our marketing to young adults through edgy advertising campaigns in the
U.K., Germany, Spain and elsewhere helped draw guests to our restaurants
- and create new SuperFans — the BURGER KING® brand's target
consumer. Both sales and rescaurant locations increased significantly chis
past year. And thanks to the region’s massive size, growth porenrial remains
exceptionally strong. Last year we expanded our kingdom into two more
countries — Poland and Egypt — and we now have a presence in 29 countries

throughour Europe, the Middle East and Africa.

Germiany
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EUROPE, THE MIDDLE EAST AND AFRICA

Germany boasts an ARS of $1.7 million,

SRR it it .. - s B one of the highest in the system, and
‘ .

s (4 & the best operations excellence scores.

On average, we opened a new restaurant in
Turkey every week in fiscal 2007, letting guests

enjoy tlame-broiled products in 172 locations.

The northernmopst BURGER KING® restaurant

is in Trosmo, Norway,
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COMPANY RESTAURANT
MARGINS IN MEXICO ARE

THE HIGHEST IN THE
BURGFER KING® SYSTEM

LATIN AMERICA Thc BURGER KING® brand is now the largest
fast-food chain in Cenrral America and the Caribbean, and we expect 10
soon become the No. 1 burger chain in Mexico. We added 95 restaurants
on a net basis to the region last year for a total of 903 restaurants - up

12 percent from fiscal 2006, and we expect to reach the 1,000 restaurant
milestone in fiscal 2008. [n Latin America, the BURGER KING® brand
translates into “SuperFamily” fun. Menu items continue to reflect local
preferences, cspecially ar breakfast, with burritos popular in Mexico; rice,
beans and sweet sour cream in a Aour rortillz shell in Costa Ricazand a
local breakfasr platrer throughout Centeal America, Ali-day fun can be
found in Puerto Rican Chocoblase desserts, while Argentinean guests
prefer the tender flank steak churrasco. Everyone wants it their way,

and thanks ro BURGER KING® restaurants, they can have it

LATIN AMERICA

Restaurants in Mexico have reported

12 years of positive comp sales.

In Brazil, 34 restaurants have opened

in 14 cities in the 1ast 2 years,

The BURGER KING? rostaurant at the
highest altitude is in La Paz, Bolivia

at 11,000 feet above sea level,
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A R Y

THE COMPANY ENTERED

INDONESIA AND JAPAN,
COUNTRIES WITH A TOTAL
POPULATION OF MORE THAN

360 MILLION

Prrasa Tt

ASIA PACIFIC Thc BURGER KING® brand sizzled in rhe Asia
Pacific region as the brand returned ro Japan, entered Indonesia and
continued cxpansion in China, We recognize the region's vast parendial,
and we believe we have the right people in place to take advantage of the
opporwunity. The “back to basics” drive which began in 2006 continues
with an emphasis on employee training, an attractive restaurant
environment, hot-and-fresh menu items, and service quality. Guests
converged on our Asian restaurants to savor cur fame-broiled traditions
with a local twist. In South Korea, they delighted in our srcakhouse burger

with four Aavor optiens; in China, they loved the spicy WHOI'PER®

sandwich; and in New Zealand, they flocked (o the BK™ Crown Jewels-

line of burgers and chicken,

-y -
v I 7

e
Taiwan
[ 'S

ASIA PACIFIC

I June 2007, we opened our lirst restaurant
in Nanjing, a major Chinese ciy with a

population ot more than six million,

The BURGER KINGY restaurant at the Hong
Kong airport boasls one of the highest ARS

ol any fast-lood location in the world,

The easternmost BURGER KING® restaurant
and the lirst to see the sun is in Gishorne,

New lealand.




XBOX® =

Gams On! BURGER KING® " e
brand icons, ke the King and T
Subservien! Chicken, made thair

dabut with the XBOX® gaming

collection, ong of the most -
pepuias video gama platforms
in the world.

NASCAR

We reentered tha sport with
SuperFan favorite Bill Effigh,
8 proven wianer who shares
our desire to give fans the
experience they're looking
for at every lum.

THE SIMPSONS™

D'ohl Using new technology,
simpscnizema.com let
consumers turn digital photos
into animated, yellow versions
of themselves,

MARKETING INNOVATION

L A N ]

BURGER KING® has found its rhythm aos a global brand.

We are winning with one business vision: growth through differentiation.

The BURGER KING® brand bristles with social currency
and is a part of our guests’ lifestyles.

“There's one thing we know for sure: If you're
not something to somebody, you'l! be nothing
to everybody. That’s why we're focused on
creating a brand experience that extends
beyond our products. We're communicating
globally — cthrough merchandising, imagery
and a consistent look and feel — to clarify the

hrand’s point of view.

In the U.S., we're experiencing the best waffic
performance in over 10 years. Worldwide, over
11 million guests visit a BURGER KING®
restaurant each day. Many of them are
SuperFans, an audicnce with an unapologetic
love of fast food. They are defined by the way
they seek convenience, their desire for value
and the frequency with which they visit quick-
service restaurants — abour three imes more
than the rypical consumer. We are putting our
marketing analytics to work, clearly defining
the needs of our SuperFans in the U.S., and
identifying our SuperFans around the globe.

MENU OFFERINGS
Our HAVE IT YOUR WAY" brand promise

means that our restaurants are proud 1o offer

10 OVROCRA KING

choice; on a worldwide scale, that means
combining 1 globally required items with
dozens of local favorites. [n Turkey, guests
arc offered Koftegen, a square-shaped beef
patty scasoned with spices including cumin.
Korean guests enjoy shrimp burgers. We're

also discovering global opportunities in snacks,

side iterns, coffecs and ice creams, as in Latin
America, where hot days call for a refreshing
Cono King desserr.

In the U.S., we've further optimized our
menu and developed our preduc pipcline.
We incroduced the popular BK™ Stacker
burger line, and also unveiled great new
Ravors, such as cheesy bacon, across our
Angus and TENDERCRISP* platforms.
We began offcring items available at both
breakfast and lunch, like CHEESY TOTS™

Profiiable add-ons included Mocha BK JOE®,
our entry into iced coffoe, which is designed
rot for the coffee connoisseur, but for the
discriminaring SuperFan who wantsa

swecter, mone mainstream [astc.
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The King has re-mystified the
brand. A pop-culiure icon whose
creepiness makes him cood, he's
got people talking everywhare
from YouTube 10 tate-night TV,

We upped the ante on portabilicy wirh the
FRYPOD™ french fry packaging chat fits in

a car’s cup holder, and the BK PIPE™ straw,
which makes it easier vo drink our creamy
BK™ Sundae Shakes. We also continued ro
focus on our portable innovation that makes
the cating experience fun: BK™ Chicken Fries

with sauce served inside the packaging.

Innovation opportunities continue in fiscal
2008 with the Flexible Baich Broiler, now
rolled out to all U.S. and Canada company
restaurants. ‘The broiler is a revolutionary
cooking platform that can cook thicker,

juicier mears,

MARKETING PROMOTIONS

We're all abour serving up what our guests
want, so we choose macketing pariners who
hold special appeal for our SuperFans, like
Microsoft, which introduced three XBOX*
games featuring racing, action and adventure
with the King; the NFL, where Super Bowl
XLI amendees got their game on in video game
tournaments agzinst NFL players ar the BK®
Gamers Lounge; and a NASCAR sponsorship
thar rook advantage of onc of the most popular
sports in the United Scares.

Spidey senses were ringling with aur

“Which Spidey Suits You” game, a global
Spider-Man™ 3 promotion that resulted ina
million-dollar payour te one loyal guest. And
we ended the year in the yellow, literally: As par

NFL

The King atiended ong of the
most important events of the
season ~ the 2007 NFL Orait
2 Radio City Music Hall in
New York City - and held court
with five hucky fans who won
an onsita raffle.

Guests swung into action
with our Spider-Man™ 3
seratch-and-win game where
they could chaose either the
red or black Spidey to reveal
their prize,

of a promotion for The Simpsons™ Movie, we
created simpsonizeme.com, an interactive Web
site that converts digital photos of consumers
into Simpsonized versions of themselves. In
just ane month, 25 million phoros were
uploaded, with aver half a billion hits to date.

Of course, the enigmatic, eccentric and,
some say, slightly creepy King is still the
core of our brand. Since introducing the
now-iconic King in a series of unforgetrable
TV commercials in 2004, ARS have reached
an all-time high. Today's consumer demands
engagement and active parcicipacion. The
HOME OF THE WHOQPPER® has become
a thought leader, Introducing a constellation
of firsts in the consumer producr business:
digital media, intcractive Web sices and an

irresistible spirit of innovation.

Our edgy approach to
advertising and marketing
speaks directly to our
SuperFans. In fact, our
provocative style has done
more than turn heads: it's
helped transform our brand

into an international icon.
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OPERATIONAL EXCELLENCE

As a global brand, BURGER KING? restaurants must consistently deliver
excellence at every location around the globe, Operational consistency means

quality execution from restaurant to restaurant, visit to visit, and guest to guest.

Progreassive Improvement
{PI) is the driving philosophy
behind BKC Operations,
helping us work smarter with
better results. PI transforms
growth potential inte real
periormance, with restaurani
teams, managers and operators

all committed to success.

OPERATIONAL TECHNOLOGY

Prrrera e

Across the globe, consumers want to have it
their way. [n North America, the drive-thru
exemplifies guests’ demand for speed and
convenicnce. In Europe, guests take their rime
10 cnjoy our quality, great-tasting products in
atrractive restauranes, In Latin America,
parrons view BURGER KING? restaurants
as the destination for family fun: birthday
partics, social gatherings and large outings fill
up oversized dining rooms and huge indoor
playgrounds. And in Asia, menu items reflect

the distinct culture of the region.

Still, a franchised business only succeeds when
the guest experience is consistent ar every
location. At BKC Operations, we think locally,
but act globally. We're taking advantage of held
teams who understand the local perspective,
while ramping up our worldwide transition
toward standardized operational platforms. By
2010 we expect to have the same equipment,
processes and approach to guest interaction in
every restaurant. Operation manuals may be

KITCHEN MINDER

Kitchen Minder is an

automated product management
system designed 10 improve
{ood quality and consistency.

£

SYSTEM (LSS}

LSS is 8 propristary BK® labor
scheduling system that gives
restaurani general managers the
data they need to produce the
best schedule for any given day.

12 BUROER EINO

translared inro 27 different languages, bur
guests will have no difficulty interpreting che
results: attractive restaurants, friendly service

and great food.

In the United States, GUEST TRAC™ allows
cach BURGER KING® restaurant to measure
the guest experience. We've received almost
nine million guest responses since the
program’s inception — and we're listening,
Our commirment to operational excellence
and guest opinions is paying off with guest
satisfaction scores ar an all-time high. And we
believe these improvements lead to increased
guest count and sales. Guests who rate their
experience as excellent are six times more likely
to recommend BURGER KING" to others.

OPERATIONS PLATFORMS
Our operations excellence is built upan
five platforms that help our teams establish
Guest Exeellence in BURGER KING®

restaurants worldwide.

FLEXIBLE BATCH
BROILER

Tha Flexible Batch Broiler
maximizes cooking Saxibility
and factlitates a broader menu
salection while reducing
pperational costs associated
with flame-broiled cooking.




Teach & Coach lays the foundation for system
excellence by ensuring not enly that well-trained
and motivared employees deliver a berrer guest
experience, bur thar these capable employees
also stay and develop. ‘The Teach 8¢ Coach
platform will become a priericy in fiscal 2008
and will include a cultural component making

it relevant everywhere our brand is in the world.

During fiscal 2007, Clean & Safe was launched
around the globe, with over 90 percent of the
BK"® system now commirred ro compliance
with the rigors of this platform, The rollou of
this platform has delivered valuable hands-on
training in standard cleaning procedures, and
effective safety processes designed to drive

operational consistency.

The success of the BURGER KING® brand
depends upon consistently achieving the
standards of the Hot & Fresh platform. New
HAVE IT YOUR WAY™ technology rolled out
in fiscal 2007 is helping al} of our restaurants

teach new levels of excellence. For example,

Flame-broiled cooking is
a haltmark of our brand.

the Kitchen Minder, an automated product
management system that improves food quality
and consistency, has been installed inall U.S.
and Canada company restaurants. The worldwide
rollous ro our franchisees is currently underway.
‘Ihe Flexible Barch Broiler maximizes cooking
flexibifity and creates the potential for a hroader
menu selection, These inventions speak not only
10 our drive for excellence, bur also to our

commitment 1o innovarte.

BURGER KING® Operators and restaurant
teams are combining speed with service.

Guests are recognizing the success of the
Friendly & Fast platform with all-time-high
GUEST TRAC™ scores — ot only for speed,
but also for order accuracy and service delivered

with a smile,

Cost & Controls has carned its place as

an cqual alongside the other morc mature
platforms. Last year, we began rolling out
our proprietary Labor Scheduling Syseem,

which stores data abour a restaurant’s business

patterns and makes recommendations to the
manager about how to organize laber and
materials depending upon a particular day's
characteristics. Managers can make adjustments
based on their building gype, their location or

even the weather.

Every Operaror, every Mulri-Unit Manager and
the entire BKC staff work rogether to ensurc that
our restaurants achieve excellence in Operations
and implement the Operations Platforms

consistently - every day in every restaurant.

GLOBAL POS :
STANDARDS -

glabal Point of Sale (POS)
standards for all systems that

productivity and reduce
operational tosis.

I fisca) 2007, BRC dafned is %

integrate with LSS to maximize | - N

STAY CONNECTED
YOUR WRY™

Our Global Standard POS systam
connects ta the BK® technology
geid through high-speed
Intesnel, enabling restaurants
worldwide to actess all

CONNECT
YOUR WeY

PAY IT YOUR WAY*

The PAY T YOUR WAY® credit,
debi and gift card acceptance
programs providg convenient,
non-cash payment options.

technology applications.

A WOKLD OF GROWTH i3
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TO OUR SHAREHOLDERS

1 wish I could take the entire BURGER KING® family - our employees, franchisees,
vendors, and you, our shareholders, on my travels around the globe. You could see the

company the way I do: restaurants, products, marketing and operations that have

never been stronger, a worldwide management team that has never been more

confident and growth opportunities that have never been greater.

EXECUTIVE TEAM

Top row ek to right; Pete Smith, Peter Tan, Peter Robinson,

Ben Wells, Julio Ramirez, Raj Rawal, Dave Gagnon

Bottom row left to right- Chuck Fallon, Amy Wagner,
John Chidsey, Russ Klein, Anne Chwat

Wordwide, over 11 million guests a day visit
a BURGER KING" restaurant - and those
numbers are prowing significantly. Guests
around the world increasingly demand our
hot, fresh, great-tasting food that is both

convenient and reasonably priced.

Since we became a publicly traded company
in May 2006, our conrinued company-wide
improvement has been impressive. From our
innovative menu offerings to our operational
excellence to our memorable advertising —
cverything we do now is being done better.
And our intense focus on execution is

delivering record results:

* Qur fiscal 2007 revenues climbed 9% 10 a
record $2.2 billion; and adjusted carnings
per share of $1.11 was 2 31% increase over

the prior year;

¢ QOur worldwide ARS reached $1.2 million,
reflecting a new record high;

We are now ar our 14* consccutive quarter
of comp sales growth worldwide, the best

level of performance in over a decade:

We cntered four new countries, which
included a return to Japan. Our global
reach now encompasses 69 countries and

U.S. territories;

We opened 441 new BURGER KING*
restaurants globally, a 26% increase from the
prior year. And we grew che brand by a net
154 units - six imes more than the prior year;

* Our sm.)ng and consistent cash Aow gave us
the Aexibiliry to pay down $125 million in
debr and declare two quarterly dividends in
fiscal 2007, reflecting our commitment and
abiliry to rerurn value to our sharcholders; and

* Qur stock price reflected our overzll strong
performance — up 68% for the full fiscal year.

And this is just the beginning of our global
growth stoty, with many more chapters to
come. Over the nexe several years, we will
unleash the power of the brand to reach
millions more around the world. You will
see our continued commitment to expand
our nct restaurant count and drive comp

sales growth and ARS in every region.

We expect to increase our net system-wide
restaurant count significantly ~ expanding our
presence in the ULS. and Canada whike growing
eapidly throughout our international markers




where there are untapped opportunities. We're
focused on adding restaurants in our current
markets and entering new strategic markets
that are cconomically attractive, In fact,
sometime during fiscal 2008, we expect to have
more BURGER KING?® restauranes operating
than ever before in the brand's history.

We also anticipate growing our comp sales

and ARS by driving more guests into our
restaurants through operational excellence

and our innovative marketing promotions and
advertising campaigns. And we will continue
10 offer a profitable combination of indulgent
premium producrs and value menu items served

in an acuractive, clean and friendly atmosphere.

Of course, we could nor achieve our ambitious
growth plan without the dedication of our
franchisees. Today, more than 1,200 franchisees
operate almost 10,000 BURGER KING*
restaurants worldwide. Our franchisees arc
energized and poised for coninued growth. They
recognize our commirment o their success and
1o a profitable relationship. We are committed
ro enhancing restaurant-level cconomics
through innovations in tcam producriviry,
cooking platforms and analyrical systems. We
will also drive returns through screambined
restaurant designs that cost less 10 build. We
and our franchisecs will continue 1o work
together to strengthen the BURGER KING®
brand and increase profitability throughout

the world.

We also recognize that our guests are the real
“Kings” and we value their opinions. Listening
to our guests has led us o several exciting
innovations and new ways of conducting
business. We have installed a high-speed
Internet system in our U.S. company-owned
restaurants tha delivers faster credic card and
gift card transactions. We have rolled out aur

new Flexible Barch Broiler cooking plarform

to our U.S. and Canada company-owned
restaurants, which allows for a new era of
preduct innovation. We're also proud of recent
packaging breakthroughs char lev our guests eac
more conveniently, whether in the restaurant
or on the go. And in the U.S., when our guests
told us they wanted late-night access to their
favorite BURGER KING® products, we
extended our hours of operations to midnight
or later. Qur HAVE IT YOUR WAY" brand
promise means giving our gucsts whas they
want, how they want it, when they wanr ir,

And what makes all of this possible is the
team of dedicated and hard-working
employees in our restaurants, field operarions
and restaurant support centers who drive our

business forward each and every day. Our

employecs set us apart by delivering exceprional

service 10 our guests. We pride ourselves on
making everyone that enters our kingdom feel
welcome, included and valued. We believe our
commitment to excellence will accelerate the

growth of our business.

At BKC, we are writing new chapters as we
seize every profuable opportunity. We will

execute on our development and restaurant
remodeling strategies, focus on

continuous operational

improvements, and sustain our reputation

as a socially relevant brand with world-class
marketing and praduct innovation. | remain
confident in BKC's furure. During fiscal 2008,
we will seek to accelerate the momentum we
created during this past year. We expect to
perform at the top of our industry. creating
significant value for all of our stakeholders:
our franchisees, vendors, employees, guests,

and for you, our sharcholders.

b A

John W. Chidsey
Chief Executive Officer

October 22, 2007
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SHAREHOLDER & CONTACT INFYO

CORPORATE INFORMATION

Stock Listing
New York Stock Exchange, Symbol: BKC

Transfer Agent

The Bank of New York Mellon
Investor Services

Church Street Saation

PO. Box 11258

New York, NY 10286-1258
Phone: 800.524.4458

Independent Rogistered Public
Accounting Firm
KPMG LLP, Miami, Florida

Annual Meecting

The 2007 Annual Meering of Shareholders will
be held at 9 a.m. Eastern time on Nov. 29, 2007,
at che Hilton Miami Airporr, 3101 Blue Lagoon
Drive, Miami, Florida 33126.

Certifications

The Company’s Chicf Executive Officer,

John W. Chidsey, cenified 10 the New York
Stock Exchange (NYSE) on Junc 12, 2007,
pursuant to Scction 303A.12(a) of the NYSE's
listing standards, that he was nor aware of any
violation by the company of the NYSE's
corporate governance listing standards as

of that dare.

John W. Chidsey and Ben K. Wells, Chief
Financial Officer, have issued the certifications
required by Sections 302 and 906 of the
Sarbanes-Oxley Act of 2002 and applicable
Sccurities and Exchange Commission
regulations with respect to the company'’s
2007 Annuat Report on Form 10-K. 'The

full texr of the certifications is ser forch in
Exhibits 31 and 32 to the company’s 2007
Annual Report on Form 1¢-K. Sharcholders
may obrain a copy of these certifications and/
or a complete copy of the company’s Annual
Report on Form 10-K frec of charge through
the [nvestor Relations — SEC Filings section
of its Interner Web site at www.bk.com.

I BUROIR RING

BOARD OF DIRECTORS EXECUTIVE TEAM
John W. Chidsey John W. Chidsey

Chicf Execurive Officer, BKC Chief Execurive Officer
Brian T. Swette HKnne Chwat

Non-Executive Chairman of the Board General Counsel and Secretary

Andrew B. Balson
Managing Director, Bain Capiral Partners

David Bonderman
Founding Parwner, TPG Capieal

Charles M. Fallon, Jr.
Presidens, North America

David Gagnon
Senior Vice President,

Richard W. Boyce North America-Company Operations/Training

Parener, TPG Capital

David A. Brandon
Chairman and CEQ, Domine’s Pizza

Ronald M. Dykes
Former CFO, BellSouth Cotporation

Russell B, Klein
President, Global Marketing, Strategy,

and lnnovarion

Julio Ramirez
Executive Vice President, Global Operations

Peter R, Formanek i_h’ Rawal .
Private Investor Senior Vice President and
Chicf Information QOfheer

Manuel A. Garcia
President and Chief Exccutive Officer,
Atlantic Coast Management

Peter Robinson
President, Eurape, the Middle East and Africa
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Burger King®, Whopper®, Double Whapper®, Triple Whopper®, Have It Your Way®, Burger King Bun
Halves and Crescent Logo, BK™ Value Menu, BK™ Breakfast Value Menu and BK™ Stacker are trademarks of
Burger King Brands, Inc., a wholly-owned subsidiary of Burger King Holdings, Inc. References to fiscal 2007,
fiscal 2006 and fiscal 2005 in this Form 10:K are to the fiscal years ended June 30, 2007, 2006 and 2005,
respectively.

In this document, we rely on and refer 1o information regarding the restaurant industry, the quick service
restaurant segment and the fast food hamburger restaurani category that has been prepared by the industry research
firm NPD Group, Inc. (which prepares and disseminates Consumer Reporied Eating Share Trends, or CREST daia)
or compiled from market research reports, analyst reports and other publicly available information. All indusiry
and market data that are not cited as being from a specified source are from internal analyses based upon data
available from known sources or other proprietary research and analysis.



Part 1

ftem 1. Business
Overview

Burger King Holdings, Inc. (“we” or the “Company”) is a Delaware corporation formed on July 23, 2002, Our
restaurant sysiem includes restaurants owned by the Company and by franchisecs. We are the world’s second largest
fast food hamburger restaurant, or FFHR, chain as measured by the total number of restaurants and sales systern-
wide. As of June 30, 2007, we owned or franchised a total of 11,283 restaurants in 69 countries and U.S. territories,
of which 1,303 restauranis were company-owned and 9,980 were owned by our franchisees. Of these restaurants,
1,171 or 64% were located in the United States and 4,112 or 36% were located in our international markets. Our
restaurants feature flame-broiled hamburgers, chicken and other specialty sandwiches, french fries, soft drinks and
other reasonably-priced food items. During our more than 50 years of operating history, we have developed a
scalable and cost-efficient quick service hamburger restaurant model that offers customers fast food at modest
prices. .

We genernte revenues from three sources: sales at company restaurants; royalties and franchisc fees paid 10 us
by our franchisees; and property income from certain franchise restaurants that lease or sublease property from us,
Approximately 90% of our restaurants are franchised and we have a higher percentage of franchise restaurants to
company restaurants than our major competitors in the FFHR category. We believe that this restaurant ownership
mix provides us with a strategic advantage because the capital required to grow and maintain the Burger King
system is funded primarily by franchisees, while still giving us a sizeable base of company restaurants to
demonstrate credibility with franchisees in launching new initiatives. As a result of the high percentage of
franchise restaurants in our system, we have lower capital requirements compared to our major competitors.

Our History

Burger King Corporation, which we refer to as BKC, was founded in 1954 when James McLamore and David
Edgerton opened the first Burger King restaurant in Miami, Florida. The Whopper sandwich was introduced in
1957. BKC opened its first international restaurant in the Bahamas in 1966. BKC also established its brand identity
with the introduction of the “bun halves” logo in 1969 and the launch of the first Have It Your Way campaign in
1974. BKC introduced drive-thru service, designed to satisfy customers “on-the-go™ in 1975,

In 1967,"Mr. McLamore and Mr. Edgerton sold BKC to Minneapolis-based The Pillsbury Company. BKC
became a subsidiary of Grand Metropolitan plc in 1989 when it acquired Pillsbury. Grand Metropolitan plc merged
with Guinness plc to form Diageo plc in 1997. On December 13, 2002, Diageo plc sold BKC to private equity funds
controlled by TPG Capital, Bain Capital Partners and the Goldman Sachs Funds, which we refer 10 as our
“Sponsors”, and for the first time since 1967 BKC became an independent company. In May 2006, we issued and
sold 25 million shares of common steck and our Sponsors sold 3.75 million shares of common stock at a price of
$17.00 per share in our initial public offering. Upon completion of the offering, our common stock became listed on
the NYSE under the symbol “BKC",

Our Industry

We operate in the FFHR category of the quick service restaurant, or QSR, segment of the restaurant industry. In
the United States, the QSR segment is the largest segment of the restaurant industry and has demonstrated steady
growth over a long period of time. According to NPD Group, Inc., which prepares and disseminates CREST data,
QSR siles have grown at an annual rate of 4,9% over the past 10 years, totaling approximately $221 billion for the
12-month period ended June 30, 2007. According 1o NPD Group, Inc., QSR sales are projected to increase at an
annual rate of 4.0% between 2007 and 2012.

Furthermore, we believe the QSR segment is generally less vulnerable to economic downtums and increases in
energy prices than the casual dining segment, due 10 the value that QSRs deliver to consumers, as well as some
“trading down” by customers from other restaurant industry segments during adverse ecotiomic conditions, as they
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seek to preserve the “away from home” dining experience on tighter budgets. However, significant economic
downiturns or sharp increases in energy prices may adversely impact FFHR chains, including us.

According to NPD Group, Inc., the FFHR category is the largest category in the QSR segment, generating sales
of over $59 billion in the United States for the 12-month period ended June 30, 2007 representing 27% of total QSR
sales. The FFHR category grew 5% in terms of sales during the same period and, according to NPD Group, Inc., is
expected to increase at an average rate of 3.5% per year over the next five years. For the 12-month period ended
June 30, 2007, the top three FFHR chains (McDonald'’s, Burger King and Wendy's) accounted for 73% of the
category’s total sales, with approximately 14% attributable to Burger King.

Qur Competitive Strengths

We believe that we are well-positioned to capitalize on the following competitive strengths to achieve future
growth:

» Distinctive brand with global platform. 'We believe thal our Burger King and Whopper brands are two of
the most widely-recognized consumer brands in the world. We have one of the largest restaurant networks in
the world, with 11,283 restaurants operating in 69 countries and U.S. territories, of which 4,112 are tocated
in our international markets. During fiscal 2007 our franchisees opened restaurants in four new international
markets: Poland, Japan, Indonesia and Egypt. We believe that the demand for new international franchise
restaurants is growing and that our global platform will allow us to leverage our established infrastruciure to
significantly increase our international restaurant count with limited incremental investment or expense.

Attractive business model. Approximately 90% of our restaurants are franchised, which is a higher
perceniage than that of our major competitors in the FFHR category. We believe that our franchise
restaurants will generale a consistent, profitable royalty stream to us, with minimal ongoing capital
expenditures or incremental expense by us. We also believe this will provide us with significant cash flow
to reinvest in growing our brand and enhancing shareholder value. Although we believe that this restaurant
ownership mix is beneficial to us, it also presents a number of drawbacks, such as our limited control over
franchisees and limited ability to facilitate changes in restaurant ownership.

* Innovative marketing campaigns, creative advertising and strategic spansorships. We utilize our suc-
cessful promotions, advertising and sponsorships to drive sales and generate restaurant traffic. In June and
July of 2007, our U.S. television advertisements ranked in the top position for “most liked” new ads for all
national advertisers according to advertising industry researcher 1AG. Our successful Xbox® game col-
lection sold more than 3.2 million copies, making it the best-selling suite of video games of the 2006 holiday
season. We are also reaching out to a broad spectrum of restaurant guests with mass appeal sports and
cntertainment sponsorships, such as the National Football League (NFL) and NASCAR, music and pop
culture icon, Diddy, and family oriented movie tie-ins such as Spider-Man™ 3 and The Simpsons™ Movie.
Our interactive promaotional site, www.simpsonizeme.com, became the fastest growing initiative online with
over 10 million unique visitors and over 500 million hits to date. As part of our efforts to increase topical
relevance for our brand, we have extended our successful relationship with Microsoft through a mutual
pantnership on the third installment of the popular videogame franchise, Halo 3™, Additionaily, our brand
has become the basis of present and future revenue streams through licensed merchandise and grocery snack
products,

* Experienced management team. 'We have a sensoned management team with significant experience. John
Chidsey, our Chief Executive Officer, has extensive experience in managing franchised and branded
businesses, including the Avis Rent-A-Car and Budget Rent-A-Car systems, Jackson Hewitt Tax Services
and PepsiCo. Russell Klein, our President, Global Marketing, Sirategy and Innovation, has 27 years of retail
and consumer marketing cxperience, including at 7-Eleven Inc. Ben Wells, our Chief Financial Officer, has
26 years of finance experience, including at Compaq Computer Corporation and British Petroleum. James
Hyart, our Chief Operations Officer, has more than 30 years of brand experience as both a franchisee and
senior executive of BKC. In addition, other members of our management team have worked at Frito Lay,
McDonald's, Pillsbury, Taco Bell and Wendy's.




Global Operations

We operate in three reporting business segments: (i) United States and Canada; (ii) Europe, the Middle East
and Africa and Asia Pacific, or EMEAJAPAC; and (iii) Latin America. Additional financial information about
geographic segments is incorporated herein by reference to Management's Discussion and Analysis of Financial
Condition and Resulis of Operations in Part 11, [tem 7 and Segment Reponrting in Part 11, Item 8 in Note 21 of this
Form 10-K.

United States and Canada
Restaurant Qperations

Our restaurants are limited-service restaurants of distinctive design and are generally located in high-traffic
areas throughout the United Siates and Canada. As of June 30, 2007, 897 company restaurants and 6,591 franchise
restaurants were operating in the United States and Canada. For fiscal 2007, total system sales in the United States
and Canada were approximately $8.8 billion. We believe our restaurants azppeal to a broad spectrum of consumers,
with multiple meal segments appealing to different customer groups.

Operating Procedures and Hours of Operation. Al of our restaurants must adhere to strict standardized
operating procedures and requirements which we believe are critical to the image and success of the Burger King
brand. Each restaurant is required to follow the Manual of Operating Data, an extensive operations manual
comtaining mandatory restaurant operating standards, specifications and procedures prescribed from time 1o time to
assure uniformity of operations and consistent high quality of products at Burger King restaurants. Among the
requirements contained in the Manual of Operating Data are standard design, equipment system, color scheme and
signage, uniform operating procedures and standards of qualily for products and services.

Commencing in May 2007, we required restavrants in the United States to be open seven days per week from
7:00 a.m. to midnight, subject to certain exceptions. As of June 30, 2007, 84% of Burger King restaurants were open
until midnight or later. In comparison, as of June 30, 2006, 57% of Burger King restaurants were open until
midnight or later. We believe that reducing the gap between our operating hours and those of our competitors will be
a key component in capturing a greater share of FFHR sales in the United States and Canada.

Management. Substantially all of our executive management, finance, marketing, legal and operations
support functions are conducted from our global headquarters in Miami, Florida. There is also a field staff
consisting of operations, training, real estate and marketing personnel who support company restaurant and
franchise operations in the United States and Canada. Qur franchise operations are organized into eight divisions,
each of which is headed by a division vice president supported by field personnel who interact directly with the
franchisees. Each company restaurant is managed by one restaurant manager and one to three assistani managers,
depending upon the restaurant’s sales volume, Management of a franchise restaurant is the responsibility of the
franchisce, who is trained in our techniques and is responsible for ensuring that the day-to-day operations of the
restaurant are in compliance with the Manual of Operating Data.

Restaurant Menu.  The basic menu of all of our restaurants consists of hamburgers, cheeseburgers, chicken
and fish sandwiches, breakfast items, french fries, onion rings, salads, desserts, soft drinks, shakes, milk and coffee.
in addition, promotional menu items are introduced periodically for limited periods. We continually seek to develop
new products as we endeavor to enhance the menu and service of all of our restaurants. Franchisees must offer all
mandalory menu items,

Restaurant Design and Image.  Our restavrants consist of several different building types with various seating
capacities. The traditional Burger King restaurant is free-standing, ranging in size from approximately 1,900 1o
4,300 square feet, with seating capacity of 40 to 120 gucsts, drive-thru facilities and adjacent parking arcas. Some
restaurants are located in airports, shopping malls, toll road rest areas and educational and sports facilities. In fiscal
2005, we developed new, smaller restaurant designs that reduce the average building costs by approximately 25%.
The seating capacity for these smaller restaurant designs is between 40 and 80 guests. We believe this seating
capacily is adequate since approximately 62% of our U.S. company restaurant sales are made at the drive-thru, We
and our franchisees have opened 60 new restaurants in the United States and Canada in this format through June 30,
2007. ’




New Restaurant Development.  'We employ a sephisticated and disciplined market planning and site selection
process through which we identify trade arcas and approve restavrant sites throughout the United States and Canada
that will provide for quality expansion. We have established a development committee to oversee all new restaurant
development within the United States and Canada, Qur development committee’s objective is to ensure that every
proposed new restaurant location is carefully reviewed and that each location mects the stringent requirements
cstablished by the committec, which include factors such as site accessibility and visibility, traffic patterns, signage,
parking, site size in relation to building type and certain demographic factors. Our model for evaluating sites
accounts for potential changes 1o the site, such as road reconfiguration and traffic pattern alterations,

Each franchisee wishing to develop a new restaurant is responsible for selecting a new site location. However,
we work closely with our franchisees to assist them in selecting sites. They must agree to search for a potential site
within an identified trade area and 10 have the final site location approved by the development committee.

We and our franchisees opened 89 restaurants and 33 restaurants in the United States in fiscal 2007 and 2006,
respectively. We and our franchisees closed 125 and 225 restaurants in the United States during the same periods.
We believe that the number of closures will continue to decline. We have instituted several initiatives to accelerate
restaurant developmentt in the United States, including reduced upfront franchise fees, process simplifications and
turnkey development assistance programs, which reduce the time and unceriainty associated with opening new
restaurants,

Company Restaurants

As of June 30, 2007, we owned and operated 897 restaurants in the United States and Canada, representing
12% of total U.S. and Canada system restaurants. Included in this number are 31 restaurants that we operate but are
owned by a jeint venture between us and an independent third party. Out of our 897 company restaurants, we own
the properties for 341 restaurants and we lease the remaining 556 properties from third-party landlords. Our
company restaurants in the United States and Canada generated $1 billion in revenues in fiscal 2007, or 75% of our
total U.S. and Canada revenues and 48% of our total worldwide revenues. We also use our company restaurants (o
1est new products and initiatives before rolling them out to the wider Burger King sysiem.

The following table details the top ten locations of our company restaurants in the United States and Canada as
of June 30, 2007:
% of Total US. and

Company Canada Company
Rank State/Province Restaurant Counl Restaurants
1 Florida. . ... ... .00t iiniiannennns 232 26%
B 11 7T ¥ 70 8%
N 0 1.1 o 1o 2 AU 66 7%
4 NonhCarolina............viiiuinnrinarninn 58 6%
S Massachusells. . oo i v e ieie s e 44 5%
6 -Virginia ........ .. e 44 5%
A - ¢ -2 N 43 5%
B Ohio ...... i e 38 A%
9 SouthCaroling.........ovvvriienneenrneieens 38 4%
10 Commecticul .......o.vvrirtininrarneinnnean 33 4%

Franchise Operations

General, We grant franchises to operate restaurants using Burger King trademarks, trade dress and other
inteliectual property, uniform operating procedures, consistent quality of products and services and standard
procedures for inventory control and management.

Our growth and success have been built in significant part upon our substantial franchise operations. We
franchised our first restaurant in 1961, and as of June 30, 2007, there were 6,591 franchise restaurants, owned by 815
franchise operators, in the United States and Canada. Franchisees report gross sales on a monthly basis and pay
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royallies based on reported sales. Franchise restaurants in the United States and Canada generated revenues of
$284 million in fiscal 2007, or 62% of our total worldwide franchise revenues. The five largest franchisees in the
United States and Canada in terms of restaurant count represented in the aggregate approximately 16% of U.S. and
Canadian Burger King restaurants as of June 30, 2007.

The following table details the top ten locations of our franchisees’ restaurants in the United States and Canada
as of June 30, 2007:

% of Total US. and

' Franchise Canada Franchise
Rank State/Province Restaurant Count Restaurants
U CalifOmMiB. . v et eeee e ceeenennns 676 10%
A 1 T 407 6%
3 Michigan . ..., e e 340 5%
4 NewYork.........ciiiiiiiiineiiiiiaann, 39 5%
5 OO ..t e e e 316 5%
6 Florida............. . it i e 31l 5%
D {11 T+ -2 296 4%
8 Pemnsylvania ................. i 238 4%
O GROIEIl ..t i 209 3%
10 NomhCarolina.................iiiunenn.. 206 %

The following is a list of the five largest franchisees in terms of restaurant count in the United States and
Canada as of June 30, 2007:

Restavrant
Rank Name _Count Location
I Carrols Corporation , .. .................00u 326 Northwest and Midwest
2 Heantland FoodCorp. ..............covvnn. 260 Mid South and Northwest
3 Strategic Restavranis Corp. .................. 242 Midwest and Southeast
4  Ammy & Air Force Exchange Services .......... 124 Across the United States
5  Quality Dining, Inc. ............... ... ..., 123 Midwest

Franchise Agreemens Terms. For each franchise restaurant, we enter into a franchise agreemeni covering a
standard set of terms and conditions. The typical franchise agreement in the United States and Canada has a 20-year
term (for both initial grants and renewals of franchises) and comemplates a one-time franchise fee of $50,000,
which must be paid in full before the restaurant apens for business, or in the case of renewal, before expiration of the
current franchise term. In recent years, however, we have offered franchisees reduced upfront franchise fees to
encourage U.S. franchisees 1o open new restaurants.

Recurring fees consist of monthly royalty and advertising payments. Franchisees in the United Siates and
Canada are generally required to pay us an advertising contribution equal to a percentage of gross sales, typically
4%, on a monthly basis. In addition, most existing franchise restaurants in the United States and Canada pay a
royalty of 3.5% and 4.5% of gross sales, respectively, on a2 monthly basis. As of July 1, 2000, a new royahy rate
structure became effective in the United States for most new franchise agreements, including both new restaurants
and renewals of franchises, but limited exceptions were made for agreements that were grandfathered under the old
fee structure or entered into pursuant to certain early renewal incentive programs. In general, new franchise
restaurants opened and franchise agreement renewals after June 30, 2003 will generate royalties at the rate of 4.5%
of gross sales for the full franchise term.

Franchise agreements are not assignable without our consent, and we have a right of first refusal if a franchisee
proposes o sell a restaurant. Defaults (including non-payment of royalties or advertising contributions, or failure to
operate in compliance with the terms of the Manual of Operating Data) can lead to termination of the franchise
agreement. We can control the growth of our franchisees because we have the right to veto any restauran acquisition

7




or new restaurant opening. These transactions must meet our minimum approval criteria to ensure that franchisees
are adequately capitalized and that they satisfy certain other requirements.

Renewals of Franchise Agreemems. In recent years, we have experienced lower levels of franchisees in the
United States renewing their expiring franchise agreements for a standard additional 20-year term than we have
historically experienced. To encourage franchisees 10 renew their expiring franchise agreements, we agreed, in
many cases, to extend the existing agreements to avoid the closure of the restaurants by giving franchisees
additional time to comply with our renewal requirements. We also instituted a program in the United States to atlow

- franchisees to pay the $50,000 franchise fee in installments and to delay the required restaurant remodel for up to
two years, while providing an incentive to accelerate the completion of the remodel by offering reduced royalties for
a limited period. Although this program is now closed, we believe that this program and our other initiatives were
instrumental in maintaining our base of restauranis and led to an increase in the number of restaurants with rencwed
franchise agreements.

Property Operations

Our property operations consist of restaurants where we lease the land and often the building to the franchisee.
Qur real estate operations in the United States and Canada generated $85 million of our revenues in fiscal 2007, or
4% of total worldwide revenue.

For properties that we lease from third-party landlords and sublease 1o franchisees, leases generally provide for
fixed rental payments and may provide for contingent rental paymenis based on a restaurant’s annual gross sales.
Franchisees who lease land only or land and building from us do so on a “triple net” basis. Under these triple net
leuses, the franchisee is obligated to pay all costs and expenses, including all real property taxes and assessments.
repairs and maintenance and insurance. As of June 30, 2007, we leased or subleased to franchisees in the United
States and Canada 913 properties, of which we own 460 properties and lease either the {and or the land and building
from third-party landlords on the remaining 453 properties.

Europe, the Middle East and Africa/Asia Pacific (EMEA/APAC)
Restaurani Operations

EMEA, EMEA is the second largest geographic area in the Burger King system behind the United States as
measured by number of restaurants. As of June 30, 2007, EMEA had 2,248 restaurants in 29 countries and
territories, including 320 company restaurants located in the United Kingdom (the “U.K.”), Germany, Spain and
The Nethetlands. For fiscal 2007, total sysiem sales in EMEA were approximately $2.8 billion. The U.K. is the
largest market in EMEA with 552 restaurants as of June 30, 2007.

APAC. As of June 30, 2007, APAC had 644 restaurants in 13 countries and territories, including China,
Malaysia, Thailand, Australia, Philippines, Singapore, New Zzaland, South Korea, Indonesia, and Japan. For fiscal
2007 total system sales in APAC were approximately $742 million. All of the restaurants in the region other than our
nine restaurants in China are franchised. Australia is the largest market in APAC, with 309 restaurants as of June 30,
2007, ali of which are franchised and operated under Hungry Jack’s, a brand that we own in Australia and
New Zealand. Avstralia is the only market in which we operate under a brand other than Bitrger King. We believe
there is significant potential for growth in APAC, panticularly in our existing markets of South Korea, Hong Kong,
Singapore, Malaysia, China and the Philippines and in new markets such as Japan and Indonesia.

Our restaurants located in EMEA/APAC generally adhere 10 the standardized operating procedures and
requirements followed by U.S. restaurants. However, regional and country-specific market conditions often require
some varialion in our standards and procedures. Some of the major differences between U.S. and EMEA/APAC
operations are discussed below.

Management Siructure. Our EMEA/APAC operations are managed from restaurant support centers localed
in Zug, Switzerland, Madrid, London, and Munich {for EMEA) and Singapore and Shanghai (for APAC). These
centers are staffed by teams who support both franchised operations and company restaurants.
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Menu and Restaurant Design. Restaurants must offer centain global Burger King menu items. In many
countries, special products developed to satisfy local tastes and respond te competitive conditions are also offered.
Many restaurants are in-line facilitics in smaller, anached buildings without a drive-thru or in food courts rather than
free-standing buildings. In addition, the design, facility size and color scheme of the restaurant building may vary
from country to country due to local requirements and preferences. We and our franchisees are also opening
restaurants with the smaller building designs in EMEA/APAC. We have opened 37 new restaurants in this format in
EMEA/APAC through June 30, 2007,

New Restaurant Development. Unlike (he United Siates and Canada, where all new development must be
approved by the development commitiee, our market planning and site selection process in EMEA/APAC is
managed by our regional teams, who are knowledgeable’ about the local market. 1n several of our markets, there is
typically a single franchisee that owns and operates all of the restaurants within a couniry. We have identified
particular opportunities for extending the reach of the Burger King brand in many countries, including, Spain,
Germany, Austria, Switzerland and ltaly in EMEA, and Singapore, Malaysia, the Philippines, China, South Korea
and Hong Kong in APAC. We have also entered into development agreements with new franchisees for Poland,
Japan, Indonesia and Egypt. We are also considering the possibility of entering into other EMEA/APAC markets,
including countries in Eastern Europe, the Medilerranean and the Middle East, and we are in the process of
idenufying prospective new franchisees for these markers,

Company Restaurants

As of Junc 30, 2007, 320 (or 14%) of the restaurants in EMEA were company restaurants. There are nine
company restauramts in APAC, all of which are located in China,

The following table details company restaurant locations in EMEA as of June 30, 2007

Company % of Total EMEA
Rank Country Restaurant Count  Company Restavrants
T Gemany . .....covuuiit it i nnerarahas 157 49%
2 UnitedKingdom ............cciiiiiniiianny 96 30%
K TN - T 43 13%
4  Netherlands . ................ccoiiiiinnan, 24 _8%
Total . ... e 320 100%

Franchise Operations

As of June 30, 2007, 2,563 or 89% of our restaurants in EMEA/APAC were franchised. Some of our
international markets, including Hungary, Portugal, South Korea and the Philippines, are operated by a single
franchisee. Other markets, such as the U.K., Germany, Spain and Australia, have multiple franchisees. In general,
we enter into a franchise agreement for each restaurant. Interaational franchise agreements generally contemplate a
one-time franchise fee of $50,000, with monthly royalties and adventising contributions each of up to 5% of gross
sules.

We have granted master franchises in Australia and Turkey, where the franchisees are allowed to sub-franchise
restaurants within their particular territory. Adduionally, in New Zealand and certain Middle East and Perstan Gulf
countries, we have entered into arrangements with franchisees under which they have agreed to nominate third
parties to develop and operate restaurants within their respective territories under franchise agreements with us. As
part of these arangements, the franchisees have agreed 10 provide cenain support services to third party franchisees
on our behalf, and we have agreed to share the franchise fees and royalties paid by such third party franchisees. Our
largest franchisee in the Middle East and Persian Gulf is also allowed to grant development rights with respect to
each country within its territory. We have also entered into exclusive development agreements with franchisecs ina
number of countries throughout EMEA/APAC, including, most recently, Japan and Egypt. These exclusive
development agreements generally grant the franchisee exclusive rights to develop restaurants in a panicular
geographic area and contain growth clauses requiring franchisees to open a minimum number of restaurants within
a specified pertod,




The following is a list of the five largest franchisees in terms of restaurant count in EMEA/APAC as of June 30,

2007:
Rank Name Restavrani Count Location
I HungryJack'sPtyLtd. ........................ 221 Australia
2 Taob Gida Sanayl Ve Ticaret AS.................. 137 Turkey
3 Granada Hospitality Limited {Compass Group) ... ... 97 United Kingdom
4 SRS .. e 87 Korea
5 Olayan .. ..., 87 Saudi/UAE

FProperty Operations

Our property operations in EMEA primarily consist of franchise restaurants located in the U.K., Germany and
Spain, which we lease or sublease to franchisees. We have no franchisee-operated properties in APAC. Of the 94
propenties in EMEA that we lease or sublease to franchisees, we own four properties and lease the land and building
from third party landlords on the remaining 90 propenies. Our EMEA property operations generated $31 million of
our revenues in fiscal 2007, or 27% of our total worldwide property revenues.

Lease terms on properties that we lease or sublease to our EMEA franchisees vary from country 1o country.
These leases generally provide for 25-year terms, depending on the term of the related franchise agreement. We
lease most of our properties from third party landlords and sublease them to franchisees. Thesc leases generally
provide for fixed rental payments based on our underlying rent plus a small markup. In general, franchisees are
obligated to pay for all costs and expenses associated with the restaurant propenty, including property taxes, repairs
and maintenance and insurance. In the U.K., many of our leases for our restaurant properties are subject to rent
reviews every five years, which may result in rent adjustments 1o reflect current market rents for the next five years.

Latin America

As of June 30, 2007, we had 903 restaurants in 25 countries and territories in Latin America. For fiscal 2007,
1otal system sales in Latin America were approximately $86! million. There were 77 company restaurants in
Latin America, all located in Mexico, and 826 franchise restaurants in the segment as of June 30, 2007. We are the
market leader in 16 of our 25 markets in Latin America, including Puerto Rico, in terms of number of restaurants.
Mexico is the largest market in this segment, with a total of 349 restaurants asof June 30, 2007, or 39% of the region.
Qur restaurants in Mexico have consistently had the highest company restaurant margins worldwide due to a
favorable real estate and labor environment. In fiscal 2007, we opened 45 new restaurants in Mexico, of which eight
were company restaurants and 37 were franchise restaurants.

The following is a list of the five largest franchisees in terms of restaurant count in Latin America as of June 30,

2007:
Ronk Name Restaurant Count Location
1 Caribbean Restaurants, Inc. ................ 171 Pueno Rico
2 ALSEA and affiliates .. ................... 156 Mexico and Argentina
3 Geboy de Tijuana, S.A. de CV. ... ... ... 47 Mexico
4  Salvador Safie, Fernando Safie and Ricardo
Safle ... ... .. e e e 38 - Guatemala
5 OperadoraExeSA.deCV................. 38 Mexico

Advertising and Promotion

We believe sales in the QSR scgment can be significantly affected by the frequency and quality of adventising
and promotional programs. We believe that two of our major competitive advantages are our strong brand equity
and market position and our global franchise network which allow us to drive sales through extensive advertising
and promotional programs. )
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Franchisees must make monthly contributions, generally 49 to 5% of gross sales, 1o our advertising funds, and
we conlribute on the same basis for company restaurants. Advertising contributions are used to pay for all expenses
relating to marketing, advertising and promotion, including market research, production, advertising costs, public
relations and sales promotions, In international markets where there is no company restaurant presence, franchisees
typically manage their own advertising expenditures, and these amounts are not included in the advertising fund.
However, as part of our global marketing strategy, we provide these franchisees with assistance in order to delivera
consistent global brand message.

In the United States and in those other countries where we have company restaurants, we coordinate the
development, budgeting and expenditures for all marketing programs, as well as the allocation of advertising and
media contributions among national, regional and local markets, subject in the United States to minimum
expenditure requirements for media costs and certain restrictions as 1o new media channels. We are required,
however, under our U.S. franchise agreements to discuss the types of media in our adveniising campaigns and the
percentage of the advertising fund to be spent on media with the recognized franchisee association, currently the
National Franchisee Association, Inc. In addition, U.S. franchisees may elect to participate in certain local
advertising campaigns at the Designated Market Area (DMA) level by making contributions beyond those required
for participation in the national advertising fund. Currently, 78% of DMAs in the United States are participating in
local advertising campaigns. This allows local markets 10 execute customized adventising and promotions to deliver
market specific solutions. We believe that increasing the leve! of local advertising makes us more competitive in the
FFHR category.

Our current global marketing strategy is based upon customer choice. We believe that quality, innovation and
differentiation drive profitable customer traffic and pricing power over the long term. Our global strategy is focused
on our core consumer, the SuperFan, our Have It Your Way brand promise, our core menu items, such as flame
broiled hamburgers, french fries and soft drinks, the development of innovative products and the consistent
communication of our brand. We concentrate our marketing on television adventising, which we believe is the most
cffective way 1o reach our target customer, the SuperFan. SuperFans are consumers who reported eating at a fast
food hamburger outlet nine or more times in the past month. We also use radio and Internet advenising and other
marketing tools on a more limited basis.

Supply and Distribution

We establish the standards and specifications for most of the goods used in the development, improvement and
operation of our restavrants and for the direct and indirect sources of supply of most of those items. These
requirements help us assure the quality and consistency of the food products sold at our restaurants and protect and
enhance the image of the Burger King system and the Burger King brand.

In general, we approve the manufacturers of the fopd, packaging and equipment products and other products
used in Burger King restauranis, as well as the distributors of these products to Burger King restaurants. Franchisees
are generally required to purchase these products from approved suppliers. We consider a range of criteria in
evaluating existing and potential suppliers and distributors, including product and service consistency, delivery
timeliness and financial condition. Approved suppliers and distributors must maintain standards and satisfy other
criteria on a conlinuing basis and are subject to continuing review. Approved suppliers may be required to bear
development, testing and other costs associated with our evaluation and review.

Restaurant Services, Inc., or RS, is a not-for-profit, independent purchasing cooperative formed in 1992 to
leverage the purchasing power of the Burger King system. RSl is the purchasing agent for the Burger King system in
the United States and negotiates the purchase terms for most equipment, food, beverages (other than branded sofi
drinks) and other products such as promotional 10ys and paper products used in our restaurants. RSI is also
authorized to purchase and manage distribution services on behalf of the company restaurants and franchisees who
appoint RS as their agent for these purposes, As of June 30, 2007, RS| was appointed the distribution manager for
approximately 93% of the restaurants in the United States. A subsidiary of RS is also purchasing food and paper
products for our company and franchise restaurants in Canada under a contruct with us. As of June 30, 2007, four
distributors service approximately 85% of the U.S. system restaurants and the loss of any one of these distributors
wauld likely adversely affect our business.




There is currently no designated purchasing agent that represents franchisees in our international regions.
However, we are working closely with our franchisees (o implement programs that leverage our global purchasing
power and to negotiate lower product costs and savings for our restaurants outside of the United States and Canada.
We approve suppliers and use similar standards and criteria to evaluate intcrnational suppliers that we use for
U.S. suppliers. Franchisees may propose additional suppliers, subject to our approval and established business
criteria.

In fiscal 2000, we entered into long-term exclusive contracts with The Coca-Cola Company and with
Dr Pepper/Seven Up, Inc. to supply company and franchise restaurants with their products, which obligate Burger
King restaurants in the United States to purchase a specified number of gallons of soft drink syrup. These volume
commitments are not subject to any time limit. As of June 30, 2007, we estimate that it will take approximately
15 years to complete the Coca-Cola and Dr Pepper purchase commitments. If these agreements were terminated, we
would be cbligated to pay significant termination fees and cenain other costs, including in the case of the contract
with Coca-Cola, the unamortized portion of the cost of installation and the entire cost of refurbishing and removing
the equipment owned by Coca-Cola and installed in company restaurants in the three years prior to the termination.

Research and Development

Company restaurants play a key role in the development of new products and initiatives because we can use
them to test and perfect new products, equipment and programs before introducing them to franchisees, which we
believe gives us credibility with our franchisees in launching new initiatives. This strategy allows us to keep
research and development costs down and simultaneously facilitates the ability to sell new products and to launch
initiatives both internally to franchisees and externally to guests.

We operate a research and development facility or “test kitchen” at our headquarters in Miami and certain other
regional locations. In addition, certain vendors have granted us access to their facitities in the U.K. and China to test
new products. While research and development activities are important to our business, these cxpenditures are not
material. Independent suppliers also conduct research and development activities for the benefit of the Burger King
system, We believe new product development is critical to our long-term success and is a significant factor behind
our comparable sales growth, Product innovation begins with an intensive research and development process that
analyzes each potential new menu item, including market tests to gauge consumer taste preferences, and includes an
ongoing analysis of the economics of food cost, margin and final price point.

We have developed two new broilers including a new flexible batch broiler that is significantly smaller, less
expensive and easier to maintain than the current broiler used in our restaurants. We expect that the flexible batch
broiler will reduce operating costs (principally through reduced utility costs), without sacrificing speed, quality or
efficiency. We have installed the flexible baich broiler in 95% of our company restaurants in the United States and
Canada. In addition, U.S. franchisees are required to install the new broilers in their restaurants by January 2010. We
have filed a patent application with respect to the flexible batch broiler technology and design. We have licensed one
of our equipment vendors on an exclusive basis to manufacture and supply the flexible batch broiler to the Burger
King system throughout the world. '

Management Information Systems

Franchisees typically use a point of sale, or POS, cash register system to record all sales transactions at the
restaurant. We have not historically required franchisees to use a particular brand or model of hardware or software
components for their restaurani system. However, we have established specifications to reduce cost, improve
service and allow better data analysis and have approved three global POS vendors and one regional vendor for each
of our three segments 10 sell these systems to our franchisees. Curremily, franchisees report sales manually, and we
do not have the ability to verify sales data electronically by accessing their POS cash register systems. The new POS
sysiem will make it possible for franchisees to submit their sales and transaction level details to us in near-real-iime
in a common format, allowing us to maintain onc common database of sales information. We expect that it will be
three to five years before the majority of franchisees have the new POS systems. .
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Quality Assurance

We are focused on achieving a high level of guest satisfaction through the close monitoring of restaurants for
compliance with our key operations platforms: Clean & Safe, Hot & Fresh and Friendly & Fast. We have uniform
operating standards and specifications relating to the quality, preparation and selection of menu items, maintenance
and cleanliness of the premises and employee conduct.

The Clean & Safe certification is adminisiered by an independent outside vendor whose purpose is 1o bring
heightened awareness of food safety, and inctudes immediate follow-up procedures to take any action needed to
protect the safetv of our customers. We measure our Hot & Fresh and Friendly & Fast operations platforms
principally through Guest Trac™, a rating sysiem based on survey data submitted by our customers.

We review the overall performance of our operations platforms through an Operations Excellence Review, or
OER, which focuses on evaluating and improving restaurant operations and guest satisfaction.

All Burger King restaurants are required 1o be operated in accordance- with qualily assurance and health
standards which we establish, as well as standards set by federal, state and local governmental laws and regulations.
These standards include food preparation rulcs regarding, among other things, minimum cooking times and
temperatures, sanitation and cleanliness.

We closely supervise the operation of all of our company restaurants to help ensure thai standards and policies
are followed and that product quality, guest service and cleanliness of the restaurants are maintained, Detailed
reports from management information systems arc tabulated and distributed to management on a regular basis to
help maintain compliance. In addition, we conduct scheduled and unscheduled inspections of company and
franchise restaurants throughout the Burger King system.

Intellectual Property

As of June 30, 2007, we and our wholly-owned subsidiaries, Burger King Corporation and Burger King
Brands, Inc., owned approximately 2,390 trademark and service mark registrations and applications and approx-
imately 390 domain name registrations around the world. We also have established the standards and specifications
for most of the goods and services used in the development, improvement and operation of Burger King restaurants.
These proprictary standards, specifications and restaurant operating procedures are trade secrets owned by us.
Additionally, we own certain patents refating to equipment used in our restaurants and provide proprietary product
and labor management software to our franchisces.

Competition

We operate in the FFHR category of the QSR segment within the broader restaurant industry. Qur two main
domestic competitors in the FFHR category are McDonald’s Corporation, or McDonald's, and Wendy's Interna-
tional, Inc., or Wendy's. To a lesser degree, we compete against national food service businesses offering altermnative
menus, such as Subway, Yum! Brands, Inc.’s Taco Bell, Pizza Hut and Kentucky Fried Chicken, casual restaurant
chains, such as Applebee’s, Chili's, Ruby Tuesday's and “fast casual” restaurant chains, such as Panera Bread, as
well as convenience stores and grocery stores that offer menu items comparable to that of Burger King restaurants.
We compete on the basis of price, service and location and by offering quality food products.

Our largest U.S. competitor, McDonald’s, has significant international operations. Nan-FFHR based chains,
such as KFC and Pizza Hut, have many outlets in intemational markets that compete with Burger King and other
FFHR chains. In addition, Burger King restaurants compete internationally against local FFHR chains, sandwich
shops, bakeries and single-store locations.

Government Regulation

We are subject to various federal, stale and local laws affecting the operation of our business, as are our
franchisees. Each Burger King restavrant is subject to licensing and regulation by a number of governmental
authorities, which include zoning, health, safety, sanitation, buitding and fire agencies in the jurisdiction in which
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the restaurant is located. Difficulties in obtaining, or the failure to obtain, required licenses or approvals can delay or
prevent the opening of a new restaurant in a particular area,

In the United States, we are subject to the rules and regulations of the Federal Trade Commission, or the FTC,
and various state laws regulating the offer and sale of franchises. The FTC and various state laws require that we
furnish to prospective franchisees a franchise offering circular containing proscribed information. A number of
states, in which we are currenily franchising, regulate the sale of franchises and require registration of the franchise
offering circular with state authorities and the delivery of a franchise offering circular (o prospective franchisees.
We are currently operating under exemptions from registration in several of these states based upon our net worth
and experience. Substantive state Jaws that regulate the franchisor/franchisee relationship presently exist in a
substantial number of states, and bills have been introduced in Congress from time to time that would provide for
federal regulation of the franchisor/franchisee relationship in certain respects. The state laws often limit, among
other things, the duration and scope of non-competition provisions, the ability of a franchisor to terminate or refuse
to renew a franchise and the ability of & franchisor to designate sources of supply.

Company restaurant operations and our relationships with franchisees are subject to federal and state antitrust
laws. Company reslaurant operations are also subject to federal and state laws governing such matters as consumer
protection, privacy, wages, working conditions, citizenship requirements and overtime. Some states have set
minimem wage requirements higher than the federal level. A purported class action was recemly filed against us
alleging violations of the Fair and Accurate Credit Transactions Act or FACTA, which requires that retailers
truncate the credit and debit card numbers and/or omit the expiration dates on receipts provided to customers,
Sim#ar complaints have been filed against many retailers.

In addition, we may become subject 10 legislation or regulation seeking to tax and/or regulate high-fat and
high-sodium foods, particularly in the United States, the U K. and Spain. For example, the New York City Board of
Health has adopted an amendment to the New York City Health Code that requires New York City restaurants and
other foed scrvice establishments to phase out artificial trans fat (which we currently use in our french fries and 23
other products) by July 1, 2008. In addition, the City of Philadelphia has passed a law that requires restaurants o
phase out artificial trans fat by September 1, 2008. Other counties and municipalities have adopted a ban on trans fat
in restaurant foods, and more than 12 states are considering adopting such faws, We have begun the rollout of a trans
fat free cooking oil to our company restaurants in the United States. Two trans fat free oil blends have passed our
operational, supply and consumer criteria, allowing us to begin the national rollout. We expect that all U.S. res-
taurants will be using trans fat free cooking oil by the end of 2008,

New York City’s Board of Health has also approved menu labeling legislation that requires restaurant chains to
provide certain nutrition information on menus/menu boards such as; (i) number of calories; (ii) fat content,
including saturated and trans fats; (iii) number of carbohydrates; and (iv) milligrams of sodium. Other states and
municipalitics have announced they are considering or proposing menu labeling legislation, including California,
Connecticut, Hawaii, New Jersey, New York, and Chicago. Additional cities or states may propose to adopt trans fat
restrictions, menu labeling or similar regulations.

in addition, public interest groups have focused attention on the marketing of high-fa1 and high-sodium foods
1o children in a stated effort 10 combat childhood obesity, and legislators in the United States have proposed
replacing the self-regutatory Children’s Advertising Review Board with formal governmental regulation under the
Federal Trade Commission.

Intemationally, our company and franchise restaurants are subject to national and local laws and regulations,
which are generally similar to those affecting our U.S. restaurants, including laws and regulations concerning
franchises, labor, health, privacy, sanitation and safety. For example, regulators in the U.K. have adopted restrictions
on television advenising of foods high in Fat, salt or sugar targeted at children. In addition, the Spanish government
and certain industry organizations have focused on reducing advenisements that promote large portion sizes. Qur
international restaurants are also subject to tariffs and regulations on imported commodities and equipment and
laws regulating foreign investment.




Working Capital

Information about the Company's working capital {changes in current assets and liabilities} is includedin
Management’s Discussion and Analysis of Financial Condition and Results of Operations in Pant 11, Item 7 and in
the Consclidated Statements of Cash Flows in Pan II, ltem 8. : '

Environmental Matters

We are not aware of any'fcdcral, state or local environmental laws or regulations that will materially affect our
earnings Or competitive position or result in material capital expenditures. However, we cannot predict the effect on
our operations of possible future environmental legislation or regulations. During fiscal 2007, there were no
material capital expenditures for environmental control facilities and no such material expenditures are anticipated.

Customers

Our business is not dependent upon a single customer or a small group of customers, including franchisees. No
franchisees or customers accounted for more than 10% of total consolidated revenues in fiscal 2007.

Government Contracts .

No material portion of cur business is subject to renegotiation of profits or termination of contracts or
subcontracts at the clection of the U.S. government. *

Seasonal, Operations

QOur business is moderately seasonal. Restaurant sales are 1ypically higher in the spring and summer months
(our fourth and first fiscal quarters) when weather is warmer than in the fall and winter months (our second and third
fiscal quarters). Restaurant sales duting the winter are typically highest in December, during the holiday shopping
season. Our restaurant sales and company restaurant margins are typically lowest during our third fiscal quarter,
which occurs during the winter months and includes February, the shortest month of the year. Because our business
is moderately seasonal, results for any one quarter are not necessarily indicative of the results that may be achieved
for any other quarter or for the full fiscal year. 1

Our Employees

As ot June 30, 2007, we had approximately 39,000 employees in our company restaurants, our field
management offices and our giobal headquarters. As franchisces are independent business owners, they and their
employees are not included in our employee count. We consider our relationship with our employees and
franchisees to be good.

Financial Information about Business Segments and Geographic Areas

Financial information about our significant geographic areas (U.S. & Canada, EMEA/APAC and
Latin America) is incorporated herein by reference from Selected Financial Data in Part 1, hem 6; Management's
Discussion and Analysis of Financial Condition and Results of Operations in Part 11, Item 7; and in Finencial
Statements and Supplementary Dara in Pan I, Item 8 of this Form 10-K. .

Avzilable Information

The Cbmpany makes available free of charge on or through the Investor Relations section of its internet
website at www.bk.com, this annual report on Form 10-K, quarterly reports on Form 10-Q,. current reports on
Form 8-K, annual proxy statements, and amendments 1o those reports filed or furnished pursuant to Section 13(a) or
15(d) of the Securities Exchange Act of 1934, as amended (the “Exchange Act”"}, as soon as reasonably practicable
after electrenically filing such material with the Securities and Exchange Commission (“*SEC”). This information is
also available at www.sec.gov and may also be obtained by visiting the Public Reference Room of the SEC at
100 F Street, NE, Washington, DC 20549 or by calling the SEC at 1-800-SEC-0330. The references to our website
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address and the SEC’s website address do not constitute incorporation by reference of the information contained in
these websites and should not be considered part of this document.

Qur Corporate Governance Guidelines, our Code of Business Ethics and Conduct, our Code of Ethics for
Executive Officers, our Code of Conduct for Directors and our Code of Business Ethics and Conduct for Vendors
are also located within the Investor Relations section of our website. These documents, as well as our SEC filings
and copies of financial and other information, are available in print free of charge 1o any shareholder who requests a
copy from our Investor Relations Department. Requests to Investor Relations may alse be made by calling
(305) 378-7696, or by sending the request to Investor Relations, Burger King Holdings, Inc., 5505 Blue Lagoon
Drive, Miami, FL 33126.

The Company’s Chief Executive Officer, John W. Chidsey, certified 10 the New York Stock Exchange (NYSE)
on June 12, 2007, pursuant to Section 303A-12 of the NYSE’s listing standards, that he was not aware of any
violation by the Company of the NYSE’s corporale governance listing standards as of tha date,

Item 1A. Risk Factors
Special Note Regarding Forward-Looking Statements

Certain staiements made in this report that reflect management’s expectations regarding future events and
economic performance are forward-looking in nature and, accordingly, are subject to risks and uncertainties. These
forward-looking statemenis include statements regarding our ability to achieve and/or exceed our key financial
guidance for fiscal 2008; our intent to focus on LS, sales growth and profitability and expand our international
network; our beliefs and expectations regarding system-wide average restaurant sales; our beliefs and expectations
regarding franchise restaurants, including their growth potential and our expeciations regarding franchisee
disiress; our expectations regarding opportunities to enhance restaurant profitability and margin improvement;
our intention to continue to employ innovative and creative marketing straiegies, including the launching of new
and limited time offer producis; our expectations regarding present and furure revenue streams generated through
licensed merchandise and grocery snack products; our exploration of initiatives to reduce the initial investment
expense, time and uncertainty of new builds; our estimaies regarding our liquidity, capiral expenditures and sources
of both, and our ability 1o fund future operations and obligations; our expeciations regarding restaurant openings/
closures and increasing net restaurant count; vur beliefs regarding sales performance in the U.K.; our estimates
regarding the fulfillment of certain volume purchase commitments; our beliefs regarding the effects of the
realignment of our European and Asian businesses; our beliefs regarding the Fair and Accurate Credit Transactions
Act lawsuit: our expectations regarding the impact of accounting pronouncements; our intenlion to renew hedging
contracts; and our continued efforts to leverage our global purchasing power These forward-looking statements are
only predictions based on our current expectations and projections aboui future events. Important factors could
cause cur aciual results, level of activity, performance or achievements to differ materially from those expressed or
implied by these forward-looking statements, including, bui not limited to, the risks and uncertainties discussed
below.

Our success depends on our ability to compete with our major competitors.

The restaurant industry is intensely competitive and we compete in the United States and internationally with
many well-gstablished food service companies on the basis of price, service, location and food quality. Our
competitors include a large and diverse group of restavrani chains and individual restaurams that range from
independent local operators to well-capitalized national and international restaurant companies. McDonald’s and
Wendy's are our principal competitors. As our competitors expand their operations, including through acquisitions
or otherwise, we expect competition to intensify. We also compete against regional hamburger restaurant chains,
such as Carl's Jr., Jack in the Box and Sonic. Some of our competilors have substantially greater financial and other
resources than we do, which may allow them 10 react to changes in pricing, marketing and the quick service
restaurant segment in general better than we can.

To a lesser degree, we compete against national food service businesses offering altemnative menus, such as
Subway and Yum! Brands, Inc.’s Taco Bell, Pizza Hut and Kentucky Fried Chicken, casual restaurant chains, such
as Applebee's, Chili's, Ruby Tuesday's and “fast casual” restaurant chains, such as Panera Bread, as well as
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convenience stores and grocery stores that offer menu ilems comparable to that of Burger King restaurants. Inone of
our major European markets, the U.K., much of the growth in the quick service restaurant segment is expected to
come from bakeries, sandwich shops and new entrants that are appealing 1o changes in consumer preferences away
from the FFHR category.

Finally, the restaurant industry has few non-economic barriers 1o entry, and therefore new competitors may
emerge al any time. To the extent that one of our existing or future competitors offers items that are better priced or
more appealing to consumer 1astes or a competitor increases the number of restaurants it operates in one of our key
markets or offers financial incentives to personnel, franchisees or prospective sellers of real estate in excess of what
we offer, or a competitor has more effective advenising and marketing programs than we do, it could have a material
adverse effect on our financial condition and results of operations. We also compete with other restaurant chains and
other retail businesses for quality site locations and hourly employees.

If we fail to successfully implement our international growth strategy, our ability to increase our revenues
and operating profits could be adversely affected and our overall business could be adversely affected.

WA significant component of our growth strategy involves increusing our net restaurant count in our intema-
tional markets. We can increase our net restaurani count by opening new international restaurants in both existing
and new markets and by minimizing the number of closures in our existing markets. We and our franchisees face
many challenges in opening new international restaurants, including, among others: :

« the selection and availability of suitable restaurant locations;

= the negotiation of acceptable lease terms;

« the availability of bank credit and the ability of franchisees to oblain acceptable financing terms;
« securing required foreign governmental permits and approvals;

* securing acceptable suppliers;

+ employing and training qualified personnel; and

+ consumer preferences and local market conditions.

For example, in fiscal 2007, site permitting issues delayed restaurant openings in the Middle East and Germany
which impacted our net restaurant growth in EMEA/APAC and worldwide. We also experienced a higher than
anticipated number of restaurant closures in fiscal 2007 due to the early closure of distressed U.K. restaurants. If we
and our franchisees are unable to successfully manage these risks, many of which are beyond our control, we may
not be able 1o achieve our future net growth targets and our business and financial results would be adversely
affected.

We expect that most of our international growth will be accomplished through the opening of additional
franchise restaurants. However, our franchisecs may be unwilling or unable to increase their investment in our
system by opening new restaurants, particularly if their existing restauranis are not generating positive financial
results. Moreover, opening new franchise restaurants depends, in part, upon the availability of prospective
franchisees with the experience and financial resources 10 be effective operators of Burger King restaurants. In
the past, we have approved franchisees that were unsuccessful in implementing their expansion plans, panicularly
in new markets. There can be no assurance that we will be able 10 identify franchisees who meet our criteria, or if we
identify such franchisees, that they will successfully implement their expansion plans.

Our international operations subject us to additional risks and costs and may cause our profitability to
decline.

As of June 30, 2007, our restaurants are operated, directly by us or by franchisces, in 68 foreign countries and
U.S. territories (Guam and Puerto Rico, which are considered part of our international business). During fiscal 2006
and 2007, our revenues from international operations were approximately $809 million and $930 million, or 40%
and 42% of total revenues, respectively. Unfavorable conditions can depress sales in a given market and may prompt
promotional or other actions that adversely affect our margins, constrain our operaling flexibility or result in
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charges, restaurant closures or sales of company restaurants. Whether we can manage this risk effectively depends
mainly on the following:

* our ability to manage fluctuations in commodity prices, interest and foreign exchange rates and the effects of
local governmental initiatives 1o manage national economic conditions such as consumer spending and
inflation rates;

* our ability to manage changing labor conditions and difficulties in staffing our international operations;

* the impact on our margins of labor costs given our labor-intensive business model and the long-term trend
toward higher wages in both mature and developing markets;

= our ability to manage consumer preferences and respond to changes in consumer preferences;

* the effects of legal and regulatory changes and the burdens and costs of our compliance with a variety of
foreign laws;

* the effects of any changes to U.S, laws and regulations relating to foreign trade and investments,

+ the effects of local governmental initiatives to manage national economic conditions such as congumer
spending or wage and inflation rates;

» the effects of increases in the taxes we pay and other changes in applicable tax laws;
* our ability to manage political and economic instability and anti-American sentiment;

* the risks of operating in markets such as Brazil and China, in which there are significant uncertainties
regarding the interpretation, application and enforceability of taws and regulations and the enforceability of
contract rights and intellectual property rights;

+ whether we can develop effective initiatives in the U.K. and other underperforming markets that may be
experiencing challenges such as low consumer confidence levels, slow economic growth or a highly
competitive operating environment;

the nature and timing of decisions about underperforming markets or assets, including decisicns that result in
significant impairment charges that reduce our earnings; and

our ability to identify and secure appropriate real estate sites and to manage the costs and profitability of our
growth in light of competitive pressures and other operating conditions that may limit pricing flexibility.

These factors may increase in importance as we expect to open new company and franchise restaurants in
international markets as part of our growth strategy.

Approximately 90% of our restauranis are franchised and this restaurant ownership mix presents a number
of disadvantages and risks.

Approximately 90% of our restaurants are franchised and we do not expect the percentage of franchise
restaurants lo change significantly as we implement our growth strategy. Although we believe that this restaurant
ownership mix is beneficial to us because the capital required to grow and maintain our system is funded primarily
by franchisees, it also presents a number of drawbacks, such as our limited control over franchisees and limited
ability to facilnate changes in restaurant ownership. In addition, we are dependent on franchisees to open new
restauranis as pan of our growth strategy. Franchisees may not have access to the financial resources they need in
order 10 open new restaurants due to the unavailability of credit or other factors beyond their control, Any significant
inzbility 1o obtain necessary financing on acceptable terms, or at all, could slow our planned growth.

Franchisees are independent operators and have a significant amount of flexibility in running their operations,
including the ability to set prices of our products in their restaurants. Their employees are not ‘our employees.
Although we can exercise control over our franchisees and their restaurant operations to a limited extent through our
ability under the franchise agreements to mandate signage, equipment and standardized operating procedures and
approve suppliers, distributors and products, the quality of franchise restaurant operations may be diminished by
any number of factors beyond our control. Consequently, franchisees may not successfully operate restaurants in a
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manner consistent with our standards and requirements, or may not hire and train qualificd managers and other
restaurant personnel. While we ultimately can take action to terminate franchisees that do not comply with the
standards comtained in our franchise agreements, we may not be abte 10 identify problems and take action quickly
enough and, as a result, our image and reputation may suffer, and our franchise and property revenues conld decline.

Qur principal competitors may have greater conirol over their respective restaurant systems than we do.
McDonald’s exercises control through its significantly higher percentage of company restaurants and ownership of
franchisee real estate. Wendy's also has a higher percentage of company restaurants than we do. As a result of the
greater number of company restaurants, McDonald’s and Wendy’s may have a greater ability to implement
operational initiatives and business strategies, including their marketing and advertising programs.

Increases in the cost of food, paper products and energy could harm our profitability and operating resulls.

The cost of the food and paper products we use depends on a variety of factors, many of which are beyond our
control. The cost of food and paper products typically represents approximately 30% of our company restaurant
revenues. Fluctuations in weather, supply and demand and economic conditions could adversely affect the cost,
availability and quality of some of our critical products and raw ingredients, including beef, chicken, cheese and
cooking oils. Qur inability to obtain requisite quantities of high-quality ingredients would adverscly affect our
ability to provide the menu items that are central to our business, and the highly competitive nature of our industry
may limit our ability to pass increased costs on 10 our guests.

We purchase large quantities of beef in the United States, which represents approximately 20% of our food
costs. The market for beef is particularly volatile and is subject to significant price fluctuations due 10 scasonal
shifts, climate conditions, demand for corn (a key ingredieni of catile feed), industry demand, international
commodity markets and other factors. Demand for com for use in ethanol, the primary alternative fuel in the United
States, has significantly reduced the supply of corn for cattle feed and has resulted in higher beef prices. If the price
of beef or other foox products that we use in our restaurants increases in the future and we choose not to pass, or
cannot pass, these increases on to our guests, our operating margins would decrease.

Increases in encrgy costs for our company restaurants, principally electricity for lighting restaurants and
natural gas for our broilers, could adversely affect our operating margins and our financial results if we choose not to
pass, or cannot pass, these increased costs to our guests. In addition, our distributors purchase gasoline needed to
transport food and other supplies to us. Any significant increases in energy costs could result in the imposition of
fuel surcharges by our distributors that could adversely affect our operating margins and financial results if we
chose nol to pass, or cannot pass, these increased costs to our guests.

We rely on distribulors of food, beverages and other products that are necessary for our and our Jranchi-
sees’ operations. If these distributors fail to provide the necessary products in a timely fashion, our business
would face supply shortages and our results of operations might be adversely affected.

We and our franchisees are dependent on frequent deliveries of perishable food products that meet our
specifications. Four distributors service approximately 85% of our U.S. system restaurants and the loss of any one of
these distributors would likely adversely affect our business. Moreover, in many of our intemnational markets,
including the U.K., we have a sole distributor that delivers products to all of our restaurants, Our distributors operate
in a competitive and low-margin business environment and, as a result, they often extend favorable credit terms to
our franchisees. If cenain of our franchisees experience financial distress and do not pay distributors for products
bought from them, those distributors’ operations would likely be adversely affected which could jeopardize their
ability to continue 1o supply us and our other franchisces with needed products. Finally, unanticipated demand,
problems in production or distribution, discase or food-borne illnesses, inclement weather, terrorist attacks or other
conditions could result in shortages or interruptions in the supply of perishable food products. As a result of the
financial distress of our franchisees or otherwise, we may need to take steps 1o ensure the continued supply of
products to restaurants in the affected markets, which could resull in increased costs to distribute needed products. A
disruption in our supply and distribution network could have a severe impact on our and our franchisees’ ability to
continue to offer menu items to our guests and could adversely affect our and our franchisees’ business, results of
operations and financial condition.




Our business is affected by changes in consumer preferences and consumer discretionary spending.

The restaurant industry is affected by consumer preferences and perceptions. If prevailing health or dietary
preferences and perceptions cause consumers to aveid our products in favor of alternative food options, our business
could suffer. In addition, negative publicity aboul our products could materially harm our business, results of
operations and financial condition. In recent years, numerous companies in the fast food industry have introduced
products positioned to capitalize on the growing consumer preference for food products that are andfor are
perceived to be healthful, nutritious, low in calories and low in fat content. Our success will depend in part on our
ability to anticipate and respond to changing consumer preferences, tastes and eating and purchasing habits.

Our success depends to a significant extent on discretionary consumer spending, which is influenced by
general economic conditions, consumer confidence and the availability of discretionary income. Changes in
economic conditions affecting our guests could reduce traffic in some or all of our restaurants or limit our ability to
raise prices, either of which could have a material adverse effect on our financial condition and results of operations.
Accordingly, we may experience dectines in sales during economic downturns, periods of prolonged elevated
energy prices or due to severe weather conditions, health epidemics or pandemics, terrorist attacks or the prospect of
such events (such as the potential spread of avian flu). Any material decline in the amount of discretionary spending
cither in the United Statcs or, as we continue to expand internatienally, in other countries in which we operate, could
have a materizl adverse effect on our business, results of operations and financial condition.

Our operating results depend on the effectiveness of our marketing and advertising programs and franchisee
support of these programs.

Qur revenues are heavily influenced by brand marketing and adventising. ‘Our marketing and advertising
programs may not be successful, which may lead us to fail to attract new guests and retain existing guests. If our
marketing and advertising programs are unsuccessful, our results of operations could be materially adversely
affected. Moreover, because franchisees and company restaurants contribuie to our advertising fund based on a
percentage of their gross sales, our advertising fund expenditures are dependent upon sales volurnes at system-wide
restaurants. If system-wide sales decline, there will be a reduced amount availabte for our marketing and advertising
programs.

The support of our franchisees is critical for the success of our marketing programs and any new strategic
initiatives we seek 10 undertake. In the United States, we poll our franchisees before introducing any nationally- or
locally-advertised price or discount promotion to gauge the level of support for the campaign. While we can
mandate certain strategic initiatives through enforcement of our franchise agreements, we need the active support of
our franchisees if the implementation of these initiatives is 1o be successful, Although we believe that our current
relationships with our franchisees are generally good, there can be no assurance that our franchisees will continue to
support our marketing programs and strategic initiatives. The failure of our franchisees to support our marketing
programs and strategic initiatives would adversely affect our ability to implement our business strategy and could
matcrially harm our business, results of operations and financial condition.

Our operating resulls are closely tied 1o the success of our franchisees. Over the last several years, many
Jranchisees in the United States, Canada and the U.K. have experienced severe financial distress, and our
Jranchisees may experience financial distress in the future,

We reccive revenues in the form of royalties and fees from our franchisees, As a resull, our operating results
substantially depend upon our franchisees’ sales volumes, restaurant profitability, and financial viability. However,
our franchisees are independent operators, and their decision to incur indebtedness is generally outside of our
contro] and could result in financial distress in the future due to over-leverage. In December 2002, over one-third of
our franchisees in the United States and Canada were facing financial distress primarily due to over-leverage. Many
of these franchisees became over-leveraged because they took advaniage of the lending environment in the late
1990s to incur additional indebtedness without having to offer significant collateral. Others became over-leveraged
because they financed the acquisition of restaurants from other franchisees at premium prices on the assumplion
that sales would continue to grow. When sales began to decline, many of these franchisees were unable to service
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their indebtedness. This distress affected our results of operations as the franchisees did not pay, or delayed, or
reduced payments of, royalties, nationa! adventising fund contributions and rents for properties we leased to them.

In response to this situation, we established the Franchisee Financial Restructuring Program, or FFRP
program, in February 2003 10 address our franchisees’ financial problems in the United States and Canada. Al the
FFRP program’s peak in August 2003, over 2,540 restaurants were in the FFRP program. From December 2002
through June 30, 2006, we wrote-off approximately $106 million in the United States in uncollectible accounts
receivable (principally royalties, advertising fund contributions and rents). As of December 31, 2006, the FFRP
program in the United States and Canada was completed. However, there will always be a percentage of franchisees
in our system in finuncial distress and we will continue 1o provide assistance to these franchisees as needed. As of
June 30, 2007, we have an aggregate remaining potential commitment of up to $26 million to fund certain loans to
renovate franchise restaurants, make renovations to certain restaurants that we lease or sublease to franchisees, and
to provide rent rclicf and/or contingent cash flow subsidies to certain franchisees.

In connection with sales of company restaurants 1o franchisees, we have guaranteed certain Jease payments of
franchisees arising from leases assigned to the franchisees as part of the sale, by remaining secondarily liable for
base and contingent rents under the assigned leases of varying terms. The aggregale contingent obligation arising
from these assigned lease guarantees was $112 million as of June 30, 2007, including $7! million in the UK.,
expiring over an average period of seven years.

To the extent that our franchisees experience financial distress, due to over-leverage or otherwise, it could
negatively affect (1) our operating resulis as a resuit of delayed or reduced payments of royalties, national
advertising fund coniributions and rents for properties we lease to them or claims under our lease guarantees, (2) our
future revenue, eamings and cash flow growth and (3) our financial condition. In addition, lenders to our franchisees
were adversely affected by franchisees who defaulted on their indebiedness and there can be no assurance that
current or prospective franchisees can obtain necessary financing on favorable terms or at all in light of the history
of financial distress among franchisees and prevailing market conditions.

Our U.K. business has and may continue to experience declining sales and operating profits that may
adversely affect the financial health of our franchisees and us.

We face risks and uncertainties in the UK. that may impact the financial health of our franchisees and us. As of
June 30, 2007, we operated 96 restaurants and our franchisees operated 456 restaurants in the U.K. During fiscal
2007, we closed 13 company restaurants in the U.K., 10 of which closed in the fourth quarter. We are continuing 1o
review our company restaurant porifolio in the U.K. and may decide to close additional company restaurants based
on location, restaurant profitability, brand presence and lease term.

Certain of our U.K. franchisees continue 1o face financial difficulties affecting their ability to meet their
obligations to us, including the payment of royalties, advertising contributions and rent payments. For the year
ended June 30, 2007, we deferred $3 million in royalty and rent revenues owed to us by distressed franchisces in the
U.K. and recorded $2 million of bad debt expense in the U.K. marketing fund. In addition, in connection with the
sale of company restauranis to certain U.K. franchisees, we have guaranteed certain lease payments arising from
leases assigned to these franchisees as part of the sale. The aggregate contingeat obligation arising from these
assigned lease puarantees in the U.K. was $71 million as of June 30, 2007. If we are unable 10 strengthen the
operating performance of the UK. restaurants, we could incur additional write-offs, additional expenses under
these assigned lease guarantees and a decrease in our revenues and earnings which could negatively impact our
financial condition and our future revenue growth.

In addition, continuing ar increasing losses from our company restaurants in the U.K., along with other factors,
could have a negative effect on our ability to utilize foreign tax credits to offset our U.S. income taxes and could
cause us 1o establish a valuation allowance at a future date against all or a pontion of our foreign tax credit
carryforwards.

Since the second quarter of fiscal 2007, we have been taking active measures and implementing marketing and
operational initiatives 1o improve the performance of the U.K. market and to work with our distressed U.K.
franchisees and their creditors to attempt to steengthen the franchisees’ financial condition. As part of our marketinp
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initiatives to improve brand recognition and address changing U.K. consumer preferences, during the year. ended
June 30, 2007, we made an incremental contribution of $7 million to the marketing fund in the U.K. and may
continue to incur incremental advertising contributions in the future. To the extent that these additional expenses are
significant, they may negatively impact our future expenses and, consequently, our camings. Furthermore, these
marketing and operational initiatives may not be effective, which would have a negative impact on the financial
condition of our U.K. business.

There can be no assurance that the franchisees can or will renew their franchise agreements with us.

Our franchise agreements typically have a 20-year term, and our franchisees may not be willing or able 10
renew their franchise agrecments with us. For example, frarchisees may decide not 1o renew due o low sales
volumes, high real estate costs, or may be unable to renew due to the failure to secure lease renewals. In order for a
franchisee to renew its franchise agreement with us, it typically must pay a $50,000 franchise fee, remodel its
restaurant to conform to our current standards and, in many cases, renew its property lease with its landlord. The
average cost to remodel a stand-alone restaurant in the United States is approximately $230,000 and franchisees
generally require additional capital 10 undertake the required remodeling and pay the franchise fee, which may not
be avaifable to the franchisee on acceptable terms cr at all,

QOver the past several years, we have experienced lower levels of franchisees in the United States renewing their
franchise agreements for a standard additiona) 20-ycar term than we have historically experienced. In many cases,
however, we agreed to extend the existing franchise agreemenis to avoid the closure of restaurants by giving
franchisees additional time to comply with our renewal requirements. During fiscal 2005, 2006 and 2007, 89, 98 and
73 restaurants with expiring franchise agreements closed in the U.S. or 20%, 24% and 17% of the total number of
expiring franchise agreements for such periods, respectively. If a substantial number of our franchisees cannot, or
decide not to, renew (heir franchise agreements with us, then our business, results of operations and financial
condition would suffer.

Incidents of food-borne illnesses or food tampering could materially damage our reputation and reduce our
restaurant sales,

Our business is susceptible to the risk of food-borne ilinesses (such as e-coli, bovine spongiform enceph-
aloputhy or “mad cow's disease”, hepatilis A, trichinosis or salmonella). We cannot guarantee that our intemal
controls and training will be fully effective in preventing all food-borne illnesses. Furthermore, our reliance on
third-party food suppliers and distributors increases the risk that food-borne iliness incidents could be caused by
third-party food suppliers and distributors outside of our control and/or multiple locations being affected rather than
a single restaurant, New illnesses resistant to any precautions may develop in the future, or diseases with long
incubation periods could arise, such as bovine spongiform encephalopathy, that could give rise to claims or
allegations on a retroactive basis. Reports in the media of one or more instances of food-bome illnesses in one of our
resiaurants ot in one of our competitor’s restauranis could negatively affect our restaurant sales, force the closure of
some of our restaurants and conceivably have a national or international impact if highly publicized. This risk exists
even if it were later determined that the illness had been wrongly attributed to the restaurant,

In addition, other ilinesses, such as foot and mouth disease or avian influenza, could adversely affect the supply
of some of our food products and significuntly increase our costs. There is currently an outbreak of foot and mouth
disease in England, which has prompted a European-wide ban on live animals, fresh meat and milk products from
the UK. Although this disease is extremely rare in humans, the negative publicity about beef and beef products
could adversely affect our sales,

Our industry has long been subject to the threat of food tampering by suppliers, employees or guests, such as
the addition of foreign objects in the food that we sell. Reports, whether or not true, of injuries caused by food
tampering have in the past severely injured the reputations of restaurant chains in the quick service restaurant
segment and could affect us in the future as well. Instances of food tampering, even those occurring solely at
restaurants of our competitors could, by resulting in negative publicity about the restaurant indusiry, adversely
affect our sales on a local, regional, national or worldwide basis. A decrease in guest traffic as a result of these heaith
concerns or negative publicity could materially harm our business. results of operations and firancial condition.
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Labor shortages or increases in labor costs could slow our growth or harm our business.

Our success depends in part upon our ability to continue to attract, motivate and retain regional operational and
restaurant general managers with the qualifications to succeed in our industry and the motivation to apply our core
service philosophy. If we are unable to continue to recruit and retain sufficiently qualified managers or to motivate
our employees to sustain high service levels, our business and our growth could be adversely affected. Competition
for these employees could require us to pay higher wages which could result in higher labor costs. In addition,
increases in the minimum wage or labor regulations could increase our labor costs. For example, the European
markets have seen increased minimum wages due to a higher level of regulation and the U.S. Congress has passed a
three-step increase to the national minimum wage (from $5.15 to $5.85, $5.85 10 $6.55 and 6.55 to $7.25) with the
first increase effective July 24, 2007. In addition, many states have adopted, and others are considering adopting.
minimum wage statutes that exceed the federal minimum wage. We may be unable to increase our prices in order to
pass these increased Jabor costs on 10 our guests, in which case our and our franchisees’ margins would be
negatively affected.

The loss of key management personnel or our inability te attract and retain new qualified personnel could
hurt our business and inhibit our ability to operate and grow successfully.

The success of our business to date has been, and our continuing success will be, dependent to a large degrec on
the continued services of our executive officers, including John Chidsey, our Chief Executive Officer; Russell Klein,
our President, Global Marketing, Strategy and Inncvation; Ben Wells, our Chief Financial Officer; Jim Hyaut, our
Chief Operations Officer; and other key personnel who have extensive experience in the franchising and food
industries. If we lose the services of any of thesc key personnel and fail to manage a smooth transition to new
personnel, our business could suffer.

The realignment of our European and Asian businesses may result in increased income tax expense to us if
these businesses are less profitable than expected.

Effective July 1, 2006, we realigned the activities associated with managing our European and Asian
businesses, including the transfer of rights of existing franchise agreements, the ability to grant future franchise
agreements and utilization of our intellectual property assets, in new European and Asian holding companies.
Previously, all cash flows relating 10 intellectual property and franchise rights in those regions returned to the United
States and were subsequently transferred back to those regions to fund their growing capital requirements. We
believe this realignment more closely aligns the intellectual property with the respective regions, provides funding
in the proper region and lowers our effective tax rate. However, if cenain of our European and Asian businesses are
less profitable than expected, there could be an adverse impact on our overall effective tax rate, which would result
in increased income tax expense 1o us. In connection with this realignment and the transfer of certain intellectual
property 1o our new European and Asian holding companies, we received from a third-party qualified appraiser
valuations of the intellectual property assets. I the IRS were to materially disagree with the valuations or certain
other assumptions made in connection with this realignment, it could result in additional income tax liability which
could negatively affect our results of operations.

Additional tax liabilities could adversely impact our financial results.

We are subject to income taxes in both the United States and numerous foreign jurisdictions. Significant
judgment is required in determining our worldwide provision for income taxes. In the ordinary course of our
business, there are many transactions and calculations where the ultimate tax determination is uncertain. Tax
authorities regularly audit us as part of their routine practice. Although we believe our tax estimates are reasonable,
the final determination of tax audits and any related litigation coutd be materially different from our historical
income tax provisions and accruals. The results of a tax audit or related litigation could have a material effect on our
income tax provision, net income or cash flows in the period or periods for which that determination is made.
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Our business is subject to fluctuations in foreign currency exchange and interest rates.

Exchange rate fluctuations may affect the translated value of our eamings and cash flow associated with our
international operations, as well as the translation of net asset or liability positions that are denominated in foreign
currencies. In countries outside of the United States where we operate company restaurants, we gencrate revenues
and incur operating expenses and selling, general and administrative expenses denominated in local currencies. In
many countries where we do not have company restaurants our franchisees pay royalties in U.S. dollars. However,
as the royaliies are calculated based on local currency sales, our revenues are still impacted by fluctuations in
exchange rates, In fiscal 2007, income from operations would have decreased or increased $10 million if al! foreign
cumencies uniformly weakened or strengthened by 10% relative to the U.S. dollar.

Fluctuations in interest rates may also affect our business. We attempt (o minimize this risk and lower our
overal) borrowing costs through the utilization of derivative financial instruments, primarily interest rate swaps.
These swaps are entered into with financial institutions and have resct dates and critical terms that match those of
our forecasted interest payments. Accordingly, any change in market value associated with interest rate swaps is
offset by the opposite market impact on the related debt. We do not attempt to hedge all of our debt and, as a result,
may incur higher interest costs for portions of our debt which are not hedged.

Leasing and ownership of a significant portfolio of real estate exposes us and our franchisees to potential
losses and liabilities and we or our franchisees may not be able to renew leases, control rent increases and
control real estate expenses at existing restaurant locations or obtain leases or purchase real estate for new
restaurants.

Many of our company restaurants are presently located on leased premises. In addition, our franchisees
generally lease their restaurant locations. Atthe end of the term of the lease, we or our franchisees might be forced to
find a new location to lease or close the restaurant. If we are able to negotiate a new lease at the existing location or
an extension of the existing lease, the rent may increase significantly, With respect to the land and buildings that are
owned by us or our franchisees, the value of these assets could decrease or costs could increase because of changes
in the investment climate for real estate, demographic trends, increases in insurance and taxes and liability for
environmental conditions. Any of these events could adversely affect our profitability or our franchisees’
prefitability. Some leases are subject to renewal at fair market value, which could involve substantial rent
increases, or are subject to renewal with scheduled rent increases, which could result in rents being above fair
market value. We compete with numercus other retailers and restaurants for sites in the highly competitive market
for retail real estate and some landlords and developers may exclusively grant locations to our competilors. As a
result, we may not be able to obtain new leases or renew existing ones on acceptable terms, which could adversely
affect our sales and brand-building initiatives. In the U.K., we have approximately 44 leases for properties that we
sublease to franchisees in which the lease term with our landlords is longer than the sublease. As a result, we may be
liable for lease obligations if such franchisees do not renew their subleases or if we cannot find substitute tenants,

Current restaurani locations may become unattractive, and atfractive new locations may not be available for
a reasonable price, if ai all.

The success of any restaurant depends in substantial part on its location. There can be no assurance that current
locations will continue to be attractive as demographic patterns change. Neighborhood or economic conditions
where restaurants are located could decline in the future, thus resulting in potentially reduced sales in these
locations. If we or our franchisees cannot obtain desirable locations at reasonable prices, our ability to implement
our growth straicgy will be adversely affected.

We may not be able to adequately protect our intellectual property, which could harm the value of our
brand and branded products and adversely affect our business.

We depend in large part on our brand, which represents 36% of the total assets on our balance sheet as of
June 30, 2007, and we believe that our brand is very important to our success and our competitive position. We rely
on a combination of trademarks, copyrights, service marks, trade secrets and similar intellectual property rights to
protect our brand and branded products. The success of our business depends on our continued ability 1o use our
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existing trademarks and service marks in order to increase brand awareness and further develop our branded
products in both domestic and international markets. We have registered certain trademarks and have other
trademark registrations pending in the United States and foreign jurisdictions. Not all of the trademarks that we
currently use have been registered in all of the countrics in which we do business, and they may never be registered
in all of these countries. We may not be able to adequately protect our trademarks, and our use of these trademarks
may result in liability for trademark infringement, trademark dilution or unfair competition. The steps we have
taken to protect our intellectual property in the United States and in foreign countries may not be adequate. In
addition, the laws of some foreign countries do not protect intcllectual property rights to the same extent as the laws
of the United States.

We may, from time 10 time, be required to institute litigation to enforce our trademarks or other intellectual
property rights, or 10 protect our trade secrets. Such litigation could result in substantial costs and diversion of
resources and could negatively affect our sales, profitability and prospects regardless of whether we are able to
successfully enforce our rights.

We may experience significant fluctuations in our operating results due to a variety of factors, many of
which are outside of our conirol.

We may experience significant fluctuations in our operating results due to a varicty of factors, many of which
are outside of our control. Qur operating results for any one quarter are not necessarily indicative of results to be
expected for any other quarter or for any year and sales, comparable sales, and average restaurant sales for any
future period may decrease. Our results of operations may fluctuate significantly because of a number of factors,
including but not limited to, our ability to retain existing guests, attract new guesis at a steady rate and maintain
guest satisfaction; the announcement or introduction of new or enhanced products by us or our competitors;
significant marketing promotions that increase traffic to our stores; the amount and timing of operating costs and
capital expenditures relating to expansion of our business; operations and infrastructure; governmental regulation;
and the risk factors discussed in this section. Moreover, we may not be able to successfully implement the business
strategy described in this Form 10-K and implementing our business stratcgy may not sustain or improve our results
of operations or increase our market share. You should not place undue reliance on our financial guidance, nor
should you rely on quarter-to-quarter comparisons of our operating resulis as indicators of likely future
performance.

Our indebtedness under our senior secured credit facility is substantial and could limit our ability to grow
our business.

As of June 30, 2007, we had total indebtedness under our senior secured credit facility of $869 million. Qur
indebtednress could have important consequences to you.

For example, it could:
* increase our vulnerability to general adverse economic and industry conditions;

= require us to dedicate a substantial portion of our cash flow from operations to payments on our indebtedness
if we do not maintain specified financial ratios, thereby reducing the availability of our cash flow for other
purposes; of

» limit our fiexibility in planning for, or reacting to, changes in our business and the industry in which we
operale, thereby placing us at a competitive disadvantage compared to our competitors that may have less
indebtedness,

In addition, our senior secured credit facility permits us 1o incur substantial additional indebtedness in the
future. As of June 30, 2007, we had $120 million available to us for additional borrowing under our $150 million
revolving credit facility portion of our senior secured credit facility. If we increase our indebtedness by borrowing
under the revolving credit facility or incur other new indebtedness, the risks described above would increase.
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Qur senior secured credit facility has restrictive terms and our failure to comply with any of these terms
could put us in default, which would have an adverse effect on our business and prospects.

Our senior secured credit facility contains a number of significant covenants. These covenants limit our ability
and the ability of our subsidiaries to, among other things:

* incur additional indebtedness;
+ make capital expenditures and other investments above a certain level;
* merge, consolidate or dispose of our assets or the capital stock or assets of any subsidiary;

* pay dividends, make distributions or redeemn capital stock in centain circumstances;

enler into transactions with our affiliates;

» grant liens on our assets or the assets of our subsidiaries;

* enter into the sale and subsequent lease-back of real propeny; and
* make or repay 'intercompany loans,

Our senjor secured credit facility requires us to maintain specified financial ratios. Our ability to meet these
financial ratios and tests can be affected by events beyond our control, and we may not meet those ratios. A breach
of any of these restrictive covenants or our inability to comply with the required financial ratios would result in a
default under our sentor secured credit facility or require us to dedicate a substantial portion of our cash flow from
operations to payments on our indebtedness. If the banks accelerate amounts owing under our senior secured credit
facility because of a default and we are unable to pay such amounts, the banks have the right to foreclose on the
stock of BKC and certain of its subsidiaries.

We face risks of litigation and pressure tactics, such as strikes, boycotts and negative publicity from restau-
rant customers, franchisees, suppliers, employees and others, which could divert our financial and manage-
ment resources and which may negatively impact our financial condition and resulls of eperations.

Class action lawsuits have been filed, and may continue to be filed, against various quick service restaurants
alleging, among other things, that quick service restaurants have failed to disclose the health risks associated with
high-[at foods and that quick service restaurant marketing practices have targeted children and encouraged obesity.
We have been sued in California under Proposition 65 to force disclosure of wamings that certain of our products,
such as french fries, flame-broiled hamburgers and grilled chicken, may expose customers lo potentially cancer-
causing chemicals. We have also been sued by the Center for Science in the Public Interest over our use of trans fat
oils in seven franchise restaurants located in Washington, D.C. Adverse publicity about these allegations may
nepatively affect us and our franchisees, regardless of whether the allegations are true, by discouraging customers
from buying our products. In addition, we face the risk of lawsuits and negative publicity resulting from illnesses
and injuries, including injuries to infants and children, atlegedly caused by our products, toys and other promotional
items available in our restaurants or our playground equipment.

In addition to decreasing our sales and profitability and diverting our management resources, adverse publicity
or a substantial judgment against us could negatively impact our business, results of operations, financial condition
and brand reputation, hindering our ability to atiract and retain franchisees and grow our business in the United
States and internationally.

In addition, activist groups, inciuding animal rights activists and groups acting on behalf of franchisees, the
workers who work for our suppliers and others, have in the past, and may in the future, use pressure tactics to
.generate adverse publicity aboul us by alleging, for example, inhumane treatment of animals by our supplicrs, poer
working conditions or unfair purchasing policies. These groups may be able to coordinate their actions with other
groups, threaten strikes or boycotts or enlist the support of well-known persons or organizations in order 1o increase
the pressure on us to achieve their stated aims. In the future, these actions or the threat of these actions may force us
1o change our business practices or pricing policies, which may have a material adverse effect on our business,
results of operations and financial condition.

S
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Further, we may be subject to employec, franchisee, customer and other claims in the future based on, among
other things. mismanagement of the system, unfair or unequal treatment, discrimination, harassment, violations of
privacy and consumer credit laws, including, without limitation, the Fair and Accurate Credit Transactions Act or
FACTA, wrongful termination and wage, rest break and meal break issues, including those relating to overtime
compensation. A purported class action complaint was recently filed againsi us alleging violations of FACTA, and
we have been subject to these other types of claims in the past. If one or more of these claims were to be successful
or if there is a significant increase in the number of these claims, our business, results of operations and financial
condition could be harmed.

Our products are subject to numerous and changing government regulations, and failure to comply with
such existing or future government regulations could negatively affect our sales, revenues and earnings.

Our products are subject 10 numerous and changing government regulations, and failure 10 comply with such
existing or future government regulations could negatively affect our sales, revenues and earnings. In many of our
markets, including the United States and Europe, we are subject to increasing regulation regarding our products,
which may significantly increase our cost of doing business.

Many recent governmenial bodies, particularly those in the United States, the U.K. and Spain, have begun to
legislate or regulate high-fat and high-sodium foods as a way of combating concerns about obesity and health. The
New York City Board of Health recently adopted an amendment to the New York City Health Code that requires
New York City restaurants and other food service establishments 1o phase out artificial trans fat (which we currently
use in our french fries and 23 other products) by July 1, 2008. In addition, the City of Philadelphia recently passed a
law thal requires restaurants to phase out artificial trans fat by Sepiember |, 2008. A number of other counties and
municipalities have adopted a ban on trans fat in restaurant foods, and more than 12 states are considering adopting
such laws. In addition, public interest groups have also focused attention on the marketing of high-fat and bigh-
sodium foods 1o children in a stated effort to combat chiidhood obesity and legislators in the United States have
proposed replacing the self-regulatory Children’s Advertising Review Board with formal governmental regulation
under the Federal Trade Commission. Further, regulators in the U.K. have adopted restrictions on television
adventising of foods high in fat, salt or sugar targeted at children. In addition, the Spanish government and certain
industry organizations have focused on reducing advertisements that promote large portion sizes. Additional cities
or states may propose or adopt similar regulations. The cost of complying with these regulations could increase our
expenses and the negative publicity arising from such legislative initiatives could reduce our future sales.

Our food products are also subject to significant complex, and sometimes coniradictory, health and safety
regulatory risks including:

* inconsistent standards imposed by state and federal authorities regarding the nutritional content of our
products, which can adversely affect the cost of our food, consumer perceptions and increase our exposure to
litigation;

» the impact of nutritional, health and other scientific inquiries and conclusions, which constantly evolve and
often have contradictory implications, bul nonetheless drive consumer perceptions, litigation and regulation
in ways that are material to our business;

* the risks and costs of our nutritional labeling and other disclosure practices, particularly given differences in
practices within the restaurant industry with respect to testing and disclosure, ordinary variations in food
preparation among our own restaurants, and reliance on the accuracy and appropriateness of information
obtained from third-panty suppliers;

+ the impact and costs of menu labeling legislation, currently adopted in New York City and under
consideration in various other jurisdictions, which generally requires restaurant chains to provide cenain
nutrition information on menus/menu boards such as: (i) number of calories; {ii) fat content, including
saturated and trans fats; (iii) number of carbohydrates; and (iv) milligrams of sodium; and

* the impact of licensing and regulation by state and loca) departments relating to health, food preparation,
sanitation and safety standards.
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Additional U.S. or foreign jurisdictions may propose to adopt similar regulations. The cost of complying with
these regulations could increase our expenses. Additionally, menu labeling legislation may cause some of our guests
1o aveid certain of our products andfor alter the frequency of their visits.

If we fail to comply with existing or future laws and regulations governing our products, we may be subject to
governmental or judicial fines or sanctions. In addition, our and our franchisees’ capital expenditures could increase
due to remediation measures that may be required if we are found to be noncompliant with any of these laws or
regulations.

Increasing regulatory complexity surrounding our operations will continue to affect our operations and
results of operations in material ways.

Our legal and regulatory environment worldwide exposes us to complex compliance regimes and similar risks
that affect our operations and results of operations in material ways. In many of our markets, including the United
States and Europe, we are subject to increasing regulation regarding our operations, which may significantly
increase our cost of doing business. In developing markets, we face the risks associated with new and untested laws
and judicial systems. Among the more important regulatory risks regarding our operations we face are the
following:

+ the impact of minimum wage, overtime, occupzitional health and safety, employer mandated healthcare,
immigration, privacy and other local and foreign laws and regulations on our business;

¢ the impact of new “no maich™ regulations issued by the Department of Homeland Securiy regarding how
employers must deal with a mismaich between the name and social security number on record with the
Social Security Administration and the name and number provided to employers;

« disruptions in our operations or price volatility in a market that can result from governmental actions,
including price controls, currency and repatriation controls, limitations on the import or expon of com-
modities we use or government-mandated closure of our or our vendors’ operations;

+ the risks of operating in foreign markets in which there are significant uncertainties, including with respect
to the application of legal requirements and the enforceability of laws and contractual obligations; and

* the risks associated with information security, and the usc of cashless payments, such as increased
investment in technology, the costs of compliance with privacy, consumer protection and other laws, costs
resulting from consumer fraud and the impact on our margins as the use of cashless payments increases.

We are also subject to a Federal Trade Commission rule and to various state and foreign laws that govern the
offer and sale of franchises. These laws regulate various aspects of the franchise relationship, including terminations
and the refusal to renew franchises. The failure to comply with these laws and regulations in any jurisdiction or to
obtain required government approvals could result in a ban or temporary suspension on future franchise sales, fines,
other penalties or require us to make offers of rescission or restitution, any of which could adversely affect our
business and operating results. We could also face lawsuits by our Franchisees based upon alleged violations of these
laws.

The Americans with Disabilities Act, or ADA, prohibits discrimination on the basis of disability in public
accommodations and employment. We have, in the past, been required 1o make certain modifications to our
restaurants pursuant to the ADA. Although our obligations under those requirements are substantially compicie,
future mandated modifications to our facilities 10 make different accommodations for disabled persons could result
in material unanticipated expense to us and our franchisees.

If we fail to comply with existing or future laws and regulations, we may be subject to governmental or judicial
fines or sanctions. In additicn, our and our franchisees’ capital expenditures could increase due to remediation
measures that may be required if we are found to be noncompliant with any of these laws or regulations,
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The personal informatioﬁ that we collect may be vulnerable to breach, theft ar loss that could adversely
affect our reputation and operations.

Possession and use of employee and franchisee personal information in the ordinary course of our business
subjects us to risks and costs that could harm our business. We collect, use and retain personal information regarding
our employees and their families, including social security numbers, banking and tax 1D information, and health
care information. We also collect and maintain personal information of our franchisees. Some of this personal
information is held and managed by certain of our vendors. Although we use security and business controls to limit
access and use of personal information, a third party may be able to circumvent those secunity and business controls,
which could result in a breach of employee or franchisee privacy. In addition, errors in the storage, use or
transmission of personal information could result in a breach of employee or franchisee privacy. Possession and use
of personal information in our operations also subjects us to legislative and regulatory burdens that could require
notification of data breaches and restrict our use of personal information. We cannot assure you thai a breach, loss or
thefi of personal information will not occur. A major breach, theft or loss of personal information regarding our
employees and their families or our franchisees that is held by us or our vendors could have a material adverse effect
on our reputation and results of operations and result in further regulation and oversight by federal and state
authorities and increased costs of compliance.

Compliance with or cleanup activities required by environmental laws may hurt our business.

We are subject 1o various federal, state, local and foreign environmental laws and regulations. These laws and
regulations goven, among other things, discharges of pollutants into the air and water as well as the presence,
handling, release and disposal of and exposure 1o, hazardous substances. These laws and regulations provide for
significant fines and penalties for noncompliance. If we fail to comply with these laws or regulations, we could be
fined or otherwise sanctioned by regulators. Third parties may aiso make personal injury, property damage or other
claims against owners or operators of properties associated with releases of, or actual or alleged exposure 10,
hazardous substances at, on or from our properties. :

Environmental conditions relating to prior, existing or future restaurants or restaurant sites, inctuding
franchised sites, may have a material adverse effect on us. Moreover, the adoption of new or more stringent
environmental laws or regulations could result in a material environmental liability to us and the current
environmental condition of the properties could be harmed by tenants or other third parties or by the condition
of land or operations in the vicinity of our properties.

Regulation of genetically modified food products may force us to find alternative sources of supply.

As is the case with many other companies in the restaurant industry, some of our products contain genetically
engineered food ingredients. Our U.S. suppliers are not required to label their products as such. Environmental
groups, some scientists and consumers, particularly in Europe, are raising questions regarding the potential adverse
side effects, long-term risks and uncertainties associated with genctically modified foods. Regulatory agencies in
Europe and elsewherc have imposed labeling requirements on genetically modified food products.

Increased regulation of and opposition to genetically engineered food products have in the past forced us and
may in the future force us to use slternative non-genetically engineered sources al increased costs.

Our results can be adversely affected by disruptions or catastrophic events,

Unforeseen events, including war, terrorism and other international conflicts, public health issues, and natural
disasters such as earthquakes, hurricanes and other adverse weather and climate conditions, whether occurring in
the United States or abroad, could disrupt our operations, disrupt the operations of franchisees, suppliers or
customers, have an adverse impact on consumer spending and confidence levels or result in political or economic
instability. These events could reduce demand for our products or make it difficult or impossible to receive products
from distributors.
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Our current principal stockholders own the majority of our comman stock which allows them significant
influence over us, and they could delay, deter or prevent a change in control or other business combination
or otherwise cause us to take action with which you disagree.

The private equity funds controlled by the Sponsors beneficially own approximately 58% of our outstanding
common stock. In addition, six of our 13 directors are representatives of the private equity funds controlled by the
Sponsors. Each Sponsor retains the right 10 nominate two directors, subject to reduction and elimination as the stock
ownership percentage of the private equity funds controlled by the applicable Sponsor declines. As a result, these
private equity funds will have significant influence over our decision to enter into any corporate transaction and may
have the ability to prevent any transaction that requires the approval of stockholders, regardless of whether or not
other stockholders believe that such transaction is in their own best interests. Such concentration of voting power
could have the effect of delaying, deterring or preventing a change of control or other business combination that
might otherwise be beneficial to our stockholders.

We are a “controlled company” within the meaning of the New York Stock Exchange rules, and, as a result,
qualify for, and intend to rely on, exemptions from certain corperate governance requirements that provide
prolection to stockholders of other companies.

The private equity funds controlled by the Sponsors collectively own more than 50% of the total voting power
of our common stock and we are a “controlled company™ under the New York Stock Exchange, or NYSE, corporate
govérnance standards. As a controlled company, we utilize certain exemptions under the NY SE standards that free
us from the obligation to comply with cenain NYSE corporate governance requirements, including the
requirements:

* that a majority of our board of direciors consist of independent directors;

» that we have a nominating and governance committee that is composed entirely of independent directors
with a written charter addressing the committee’s purpose and responsibilities;

* thal we have a compensation committee that is composed entirely of independent directors with a written
charter addressing the committee's purpose and responsibilities; and

» for an annual performance evaluation of the nominating and governance committee and compensation
commitiee.

While our executive and corporate governance committee and our compensation committes have charters that
comply with NYSE requirements, we are not required to maintain those charters. As a result of our use of the
“controlled company” exemptions, you will not have the same protection afforded to stockholders of companies
that are subject to all of the NYSE corporate governance requirements.

Your percentage ownership in us may be diluted by future issuances of capital stock, which could reduce
your influence over matters on which stockholders vote,

QOur board of directors has the authority, without action or vote of our stockholders, to issue all or any part of
our authorized but vnissued shares of common stock, including shares issuable upon the exercise of options, or
shares of our authorized but unissued preferred stock. Issvances of common stock or voting preferred stock would
reduce your influence over matters on which our stockholders vote, and, in the case of issuances of preferred stock,
would likely result in your interest in us being subject to the prior rights of holders of that preferred stock.

The sale of a substantial number of shares of our common stock may cause the market price of shares of
our common stock to decline.

Future sales of a substantial number of shares of our common stock, or the perception that such sales might
occur, could cause the market price of our common stock to decline. The private equity funds controlied by the
Sponsors have approximately 80 million shares, all of which are subject to registration rights.
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Provisions in our certificate of incorporation could make it more difficult for a third party to acquire us
and could discourage a takeover and adversely affect existing stockholders.

Our certificate of incorporation authorizes our board of directors to issue up to 10,000,000 preferred shares and
to determine the powers, preferences, privileges, rights, including_ voting rights, qualifications, limitations and
restrictions on those shares, without any further vote or action by our stockholders. The rights of the holders of our
common stock will be subject to, and may be adversely affected by, the rights of the holders of any preferred shares
that may be issued in the future. The issuance of preferred shares could have the effect of delaying, deterring or
preventing a change in control and could adversely affect the: voting power or economic value of your shares.

Item 1B. Unresolved Staff Comments

None.

Item 2. Properties

Qur global headquarters are located in Miami, Florida and consist of approximately 213,000 square feet which
we lease. We extended the Miami lease for our global headquarters in May 2007 through September of 2018 with an
option to renew for one five-year period. We lease properties for our EMEA headquarters in Zug, Switzerland and
our APAC headquarters in Singapore. We also lease properties for our regional offices in the U.K., Germany, Spain
and China. We lease an office space of 8,523 square feet in Uxbridge, England under a lease that expires in April
2009. We lease an office space of 46,864 square feet in Munich, Germany under a lease that expires in August 2015,
In Madrid, Spain, we lease an office space of 16,210 square feet under a lease that expires in March 2009. In
Shanghai, China, we have entered into two leases for office space. These leases both expire in February 2008. We
believe that our existing headquarters and other leased and owned facilities are adequate 1o meet our current
requircments.

The following table presents information regarding our restavrant propertics as of June 30, 2007:

Leased

Building/
Land & Total
Owned (1}  Land Bullding Leases Tolal

United States and Canada:

Company restaurants. . .. .......oveeaiians 341 191 365 556 897
Franchisee-operated properties. .. ............ 460 260 193 453 213
Non-operating restaurant locations., . .......... 23 20 10 30 53
OffceS . .o e e s _— _— 1 7 7

U2 824 471 515 1,046 1,870

International: '

Company restaurant. . . . ....covvvvnnreonsss 20 65 321 386 406
Franchisec-operated properties, ., ............ 1 89 90 M
Non-operating restaurant locations. ........... | - 27 27 28
OFFICES .« v vveeeeveeiciineenaen, - = 11 11

Total. ..o 25 66 448 514 539

|
|

(1) Owned refers to properties where we own the land and the building.

Item 3, Legal Proceedings

Council for Education and Rescarch on Toxics v. McDonald’s Corporation, Burger King Corporation, ¢t al.,
Case No. BC 280980 (Superior Court of California in Los Angeles County) {filed September 5, 2002); People of the
State of California, ex re! Bill Lockyer, Attorney General of the State of California v. Frito-Lay, Inc. et al., Case
No. BC338956 (Superior Court of California in Los Angeles County) (filed August 26, 2005). Two lawsuits were
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filed against us and others alleging that we violated Proposition 65 and the California Unfair Competition Act by
failing to wam about the presence of acrylamide, a Proposition 63 regulated chemical, in french fries. We have
settled both cases, and the terms of the settlement are not material to us.

Leeman v. Burger King Corporation et al., Case No. 06AS02168 (Superior Coun of California in Sacramento
County) (filed May 26, 2006). In this lawsuit, the plaintiff alleged that we violated Proposition 65 by failing to wam
consumers about the presence of chemicals known as polycyclic aromatic hydrocarbons (commonly known as
PAHs) found in flame-broiled meats, including large flamed-broiled burgers such as the Triple Whopper. We have
agreed to settie the case on terms that are not material to us. The settlement is subject to court approval.

Cowley v. Burger King Corporation, Case No. 07-21772 (U.S. District Count for the Southern District of
Florida). On July 10, 2007, a purported class action lawsuit was filed against us in the United States District Court
for the Scuthern District of Florida. The plaintiff filed an amended complaint or August 3, 2007, The case alleges
liability under the Fair and Accurate Credit Transactions Act for failure to truncate credit and debit card sccount
numbers and/or omit the expiration date on customer receipts, and secks monetary damages, including statutory
damages, punitive damages, costs and attorneys’ fees, and a permanent injunction against the alleged unlawful
practice. Similar complaints have recently been filed against many other retailers. The case is in the preliminary
stages. Therefore, we are unable to determine the ultimate outcome of the litigation, and any ultimate effect on our
business, financial position or cash flows. However, we believe we have strong defenses to this claim, and we intend
to vigorously defend against it, including the plaintiff’s efforts to cenify a class action.

From time to time, we are involved in other legal proceedings arising in the ordinary course of business relating
to matters including, but not limited to, disputes with franchisees, suppliers, employees and customers, as well as
disputes over our intellectual property.

Item 4, Submission of Matters to a Vote of Stockholders

Noce.

Part 11

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of
Egquity Securities

Market for Our Common Stock

Our common stock trades on the New York Stock Exchange under the symbol “BKC”. Truding of our common
stock commenced on May 18, 2006 following the completion of our initial public offering. Prior to that date, no
public market existed for our common stock. As of August 31, 2007, there were approximately 194 holders of
record of our common stock. The following table sets forth the high and low sales prices of our common siock as
reporied on the New York Stock Exchange and dividends declared per share of common stock:

2007 2006
Dollars per Share: High Low Dividend High Low Dividend
FirstQuarter .. .......coiiiirrnnrvans $16.64 $1241 — - —_ —
SecondQuarter ..........coiiiiinnnan. $21.28 §$15.46 - — — —
ThirdQuarter ........... v iirurrnnnnn $2284 §$19.67 $0.0625 — — 3342+

Fourth Quarter. ............ e $27.04  §$21.53  $0.0625 $1945 §$1548 —

* We paid an aggregate cash dividend of $367 million in February 2006 prior to our initial public offering. Sce
Note 17 to our audited consolidated financial statements in Part I, [tem 8 of this Form 10-K for further
information on this dividend.
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Issuer Purchases of Equity Securities

The following table presents information related 10 the repurchase of our common stock during the three
months ended June 30, 2007:
Total Number of Shares Maximum Dollar

Total Number Purchased as Part of Amount That May Yet be
of Shares Average Price Publicly Announced Purchased Under
Period Purchased(1) Pald per Share Plans or Programs the Plans or Programs
April 1-30,2007........... 4,180 $22.61 0 N/A
May 1-31,2007 ........... 15,365 $24.70 0 $100,000,000
June 1-30, 2007 ........... 8,204 $26.21 0 $100,000,000
Total ................... 27,749 $24.83 0 $100,000,000

(1) AN shares purchased were used to satisfy the Company's obligation to withhold from restricted stock awards
the amount of withholding taxes due in respect of such awards.

On May 31, 2007, our Board of Directors authorized a $100 million share repurchase program pursuant to
which we would repurchase shares directly in the open market consistent with our intemal trading policy and also
repurchase shares under plans complying with Rule 10b5-1 under the Exchange Act during periods when we may be
prohibited from making direct share repurchases under such policy.

Dividend Policy

We paid a quarterly cash dividend of $0.0625 per share during the third and fourth quanters of fiscal 2007.
Although we do not have a dividend policy, we elected to pay a cash dividend in each of these quarters because we
generated strong cash flow during the past year.

On February 21, 2006, we paid an aggregate cash dividend of $367 million to holders of record of our common
stock on February 9, 2006. At the same tlime, we paid the compensatary make-whole payment of $33 million to
holders of our options and restricted stock unit awards, primarity members of senior management. This compen-
satory make-whole payment and related taxes was recorded as compensation expense in the third quarter of fiscal
2006.

Our board has declared a cash dividend of $0.0625 for the first quarter of fiscal 2008. The dividend is payable
on September 28, 2007 10 shareholers of record on September 14, 2007,

The terms of our credit facility Jimit our ability to pay cash dividends in certain circumstances. In addition,
because we are a holding company, our ability to pay cash dividends on shares of our common stock may be limited
by restrictions on our ability to obtain sufficient funds through dividends from our subsidiaries, including the
restrictions under our credit facility. Subject to the foregoing, the payment of cash dividends in the future, if any,
will be at the discretion of our board of directors and will depend upon such factors as earnings levels, capital
requirements, our overall financial condition and any other factors deemed relevant by our board of directors.
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Securities Authorized for Issuance Under Equity Compensation Plans

The following table presents information regarding options outstanding under our compensation plans as of
June 30, 2007:

Welghted- C
(a) Average Exercise Number of
Number of Price of Securities Remaining Available for

Securities to be Issued Upon Outstanding Future Issuance Under Equity
Exercise of Qutstanding Options, Warrants Compensation Plans (Excluding
Plan Category Optlons, Warrants and Rights and Rights Securities Reflected in Column(a)

Equity Compensation Plans
Approved by Security Holders:

Burger King Holdings, Inc, 2006

Omnibus Incentive Plan ... ... 964,309 $14.05 6,096,664
Burger King Holdings, Inc.
Equity Incentive Plan........ 5,577,809 $922 1,960,867

Equity Compensation Plans Not
Approved by Security Holders. . —

TOTAL.................... 6,542,118 $ 9.30 8,057,531

Included in the 6,542,118 total number of securilies in column (a) above are approximately 1.3 million
restricted stock units, performance-based restricted stock awards and deferred stock awards. The weighted average
exercise price in column (b} is based only on stock options as restricted stock units, performance-based restricied
stock awards and deferred stock awards have no cxercise price.
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Stock Performance Graph

This graph compares the cumulative tota) return of the Company's common stock to the cumulative total return
of the S&P 500 Stock Index and the $&P Restaurant Index for the period from May 18, 2006 through June 29, 2007,
the last trading day of the Company's fiscal year. The graph assumes an investment in the Company's common stock
and the indices of $100 at May 18, 2006 and that all dividends were reinvesied.

160
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— S&P 500 Index /D
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5/18/2006 6/30/2006 6/29/2007
5/18/2006 6/30:2006 6/29/2007)
BKC $100 $ 90 3151
S&P 500 Index 100 101 122
S$&P Restaurant Index : 100 100 122

All amounts rounded to nearest dollar.

Item 6. Selected Financial Data

On December 13, 2002, we acquired BKC through private equity funds controlled by the Sponsors. In this
repori, unless the context otherwise requires, all references 10 “we", “us” and “our” refer to Burger King Holdings,
Inc. and its subsidiaries, including BKC, for all periods subsequent to our December 13, 2002 acquisition of BKC.
All references to our “predecessor” refer to BKC and its subsidiaries for all periods prior to the acquisition, which
operated under a different ownership and capital structure. In addition, the acquisition was accounted for under the
purchase method of accounting and resulted in purchase accounting allocations that affect the comparability of
results of operations between periods before and after the acquisition.

The following tables present selected consolidated financial and other data for us and our predecessor for cach
of the periods indicated. The selected historical financial data as of June 30, 2007 and 2006 and for the fiscal years
ended June 30, 2007, 2006 and 2005 have been derived from our audited consolidated financial statements and the
notes thereto included in this report. The selected historical financial data as of June 30, 2004 and 2003, and for the
period December 13, 2002 to June 30, 2003 have been derived from our audited consolidated financial statemcnts
and the notes thereto, which are not included in this report.

The selected historical financial data for our predecessor for the period July 1, 2002 to December 12, 2002 has
been derived from the audited consolidated financial statements and notes thereto of our predecessor, which are not
included in this report, The combined financia) data for the combined fiscal year ended June 30, 2003 have been
derived from the audited consolidated financial statements and notes thereto of our predecessor and us, but have not
been audited on a combined basis, do not comply with generally accepted accounting principles and are not
intended to represent what our operating results would have been if the acquisition of BKC had occurred at the
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derived from our internal records.

- beginning of the period. The other operating data for the fiscal years ended June 30, 2007, 2006 and 2005 have been

The selected historical consolidated financial and other operating data included below and clsewhere in this
report are not necessarily indicative of future results. The information presented below should be read in
conjunction with “Management's Discussion and Analysis of Financial Condition and Results of Operations™
in Part I}, Item 7 and our audited consolidated financial statements and related notes and other financial information

appearing elsewhere in this report.

Income Statement Data:

Revenues:
Company resiaurant revenues . ... .. ..
Franchise revenues ... ...o.ovuvat,
Propertyrevenues . .. ..o von e

Total revenues. . ...............
Company reslauran! expenses:
Food, paper and product costs ......,
Payroll and employee benefits ... .. ..
Occupancy and other operating costs. . .

Total company restaurant expenses . .

Sclling, general and administrative
expenses(1) ... ... e,

Property eXpenses. .. ..o vv i
Fees paid to affiliates(2) .. ...........
Impairment of goodwill(3). . ..........
Ohther operating {income) expenses,
net(d) ...
Total operating costs and cxpenses . . . .
Income (loss) from operations .. .. .....
Interest expense, nel . ... ...,
Loss on early extinguishment of debt . .

Income (loss) before income taxes . ... ..
Income 1ax expense (benefit) . . ... ...

Netincome (Joss). . . .....ovivvnnn..

Eamings per share — basic(4) .......
Earnings per share — diluted(4) . . . . ..

Weighted average shares outstanding-
basic ........... ...,

Weighted average shares oulstanding-
diluted .. ........ ... il

Cash dividends per common share(5) . . ..

* Not meaningful

Burger King Predecessoc
Hotdings, loc. | por the Period

Surger King Holdings Toc Todtvs Munths For the Period oo faly 1
{:} ] or ’
For the Fiscal Years Ended Ended from December 13, 2002 i
June 30, June 30, 2002 to June 30,  December 12,
007 2006 2005 2004 2003 2003 2002
{In milliens, except per share datn)
$1,658 $1.516 31,407 $1.276 31,174 $ 648 $ 526
460 420 413 361 368 198 170
116 112 120 117 115 60 55
2,234 2,048 1940 1,754 1,657 o06 751
499 470 437 k1) 359 197 162
492 446 415 382 349 192 157
418 380 34) 314 314 _168 _MG
1409 1,296 1,195 1,087 1,022 557 465
474 488 487 474 472 248 224
6l 57 64 58 §5 28 27
— 39 9 8 6 5 |
—_ —_ — _— 875 - 875
(1) (2) M 54 32 _.__(1) ___39_
1,943 1,878 1,789 1,681 2,462 831 1,631
29 170 151 73 (805) 75 (380)
67 72 73 64 81 35 46
1 18 — — —_ — _
223 80 78 9 {886) 40 (926)
75 53 k]| 4 {18) 16 (34)
$ 148 8 27 %8 471§ 5 $ (868) S 24 $ (892)
$ LIt $024 $ 044 $005 s $ 023 *
$ 108 $024 § 044 §$ 005 . $ 023 *
1339 1103 1065 1061 . 104.7 *
1368 1147 1069 106.1 . 1047 .
$013 $342 8 — % — $ — $ — 5 —
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Burger King

Holdings, Inc. Fredecessor
Burger King Holdings, Inc. For the Period For the Pertod
Twelv fram December 1 fi N
For the Flsesl Years Ended Cm:?i:’ lzm!:fe 2002 ta > mzu;ojzu:z l
June 30, June 30, June 30, December 12,
2007 2006 2005 7004 2003 2003 2002
(In miflioas)
Other Financial Data:
Net cash provided by
operating activities. ... $117 $ 74 35218 $19 $ 82 5 81 $ 1
Net cash used for
investing activities .. .. (84) (74) (5) (184) (587 {485) (102)
Net cash (used for)
provided by financing
activities ........... (12n (173 (2) 3 719 607 112
Capital expenditures. . . .. B7 85 23 81 142 47 95
EBITDA®) ........... $380 §$258 $225 $136 $719) $118 (831
Burger King Holdings, Inc.
As of June 30,
2007 2006 2005 2004 1003

{In millions)
Balance Sheet Data:

Cash and cash equivalents. .. ............oovievnas $ 170 $ 259 § 432 § 221 § 203
Total BSSCYS. - . o v vt et a e e 2,517 2,552 2,723 2,665 2,458
Total debt and capital lease obligations .. .............. 943 1,065 1,339 1,294 1,251
Total ligbilities . ... ... iiunrin i iienin e 1,801 1,985 2,246 2,241 2,026
Toral stockholders’ equity .. ... $ 716 $ 567 $ 477 $ 424 § 432
Burger King Holdings, Inc.
For the Fiscal Years Ended June 30,
X007 2006 2008
Other Operating Data:
Comparable sales growth (7)8) ........ .. .c.oviiiiiiiiiinns 34% 1.9% 56%
Sales BrOwth (7). . oottt i 49% 2.1% 6.1%
Average restaurant sales (in thousands) .. ........ e e $ 193 $ 1126 § 1104
Number of company restaurants:
United Statesand Canada . . . ..., ... ou i iirnrararas 897 878 844
EMEA/APAC (3) .. ittt i e e i e et 329 293 283
Latin America (10). .. o vvt ittt i i 77 69 60
Total COMPANY FESTAUTANIS . o+ .« v v vt v enn e v e n i asrees 1,303 1,240 1,187
Number of franchise restaurants;
United Statesand Canada . . .. ... inii i e 6,591 6,656 6,876
EMEA/APAC (9) . oottt ittt aa et 2,563 2,494 2,373
Latin America (JO). .. .o veii i i e 826 739 668
Total franchise FESTAUTANIS . . .. .. .. i v i s mre e ren 9,980 9,889 9.917
Total restaurants system-wide . ......... ... i, 11,283 11,129 11,104
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Burger King Holdings, Inc.
For the Fiscel Years Ended June 30,

2007 2006 2005
Segment Data:
Operating income (in millions):
United Statesand Canada . .. .. ...... ... .. i iuiriiiinnnann $ 336 3% 295 §$ 255
EMEA/APAC (9) . ..ottt e it et i c it 54 62 36
Latin America (10). . .. .o vt i e e e e e 35 29 25
Unallocated (11). . ... ..ot i ittt ee e e {134) {216) {165)
Total operating income . ............. P $ 291 § 170 § 151
Company restaurant revenues {in mijllions}).
United States and Canada . .. ... .vvr et $1082 §$1032 §$ 923
EMEA/APAC (9) ... oi i e e e e it e 515 428 435
Latin America (10). .. ..ot i it e i 61 56 49
Total company restaurant revenues .. ... ..o vreraenernanrsoes $ 1658 $ 1516 $ 1407
Company restaurant margin:
United States and €anata . . . ...t e i e e e 15.3% 14.1% 14.2%
EMEA/APAC (9) . ..ottt it e e e e 13.0% 13.9% 15.2%
Latin America (10). . . ... . .. i s 25.9% 26.6% 30.6%
Total company restaurant margin. . . .. ... e ennnnennnreenaes 15.0% 14.5% 15.1%
Franchise revenues (in millions): '
United Statesand Canada . . ..... ..o e ininnnennas $ 284 3 267 $ 269
EMEA/APAC {9) . o .o oot e e et 135 119 114
Latin America (J0). . ............... J 4] 34 30
Total franchise rEVENUES . .. ... v vvr ittt ci i it rae s $ 460 § 420 § 413
Franchise sales {in millions) (12) . ... ..o ir i i e $11,574  $10,903  $10.817

(1) Selling, gencral and administrative expenses for fiscal 2006 includes compensation expense and taxes related to
the compensatory make-whole payment made on February 21, 2006 to holders of options and restricted stock
unit awards, primarily members of senior management,

(2) Fees paid to affiliates consists of management fees we paid to the Sponsors and fees paid by our predecessor to
Diageo plc under management agreements. Fees paid to affiliates in fiscal 2006 also include a $30 million fee
that we paid 1o terminate the management agreement with the Sponsors.

(3} In connection with our acquisition of BKC, our predecessor recorded $35 million of intangible asset
impairment charges within other operating (income) expenses, net and goodwill impairment charges of
$875 million during the period from July 1, 2002 10 December 12, 2002.

{(4) Eamnings per share s caiculated using whole dollars and shares.

(5) The cash dividend paid in fiscal 2006, represents a special dividend paid prior to our initial public offering. See
Note 17 to our audited consolidated financial statements in Part [1, liem 8 of this Form 10-K for further
information on this dividend.

(6) EBITDA is defined as carnings (net income) before interest, taxes, depreciation and amortization, and is used
by management to measure operating performance of the business. Management believes that EBITDA is a
useful measure as it incorporates certain operating drivers of our business such as sales growth, operating costs,
selling, general and administrative expenses and other income and expense. Capital expenditures, which impact
depreciation and amortization, interest expense and income tax expense, are reviewed separately by man-
agement. EBITDA is also one of the measures used by us to calculate incentive compensation for management
and corporate-level employees.
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While EBITDA is not a recognized measure under generally accepied accounting principles (“GAAP"),
management uses it to evaluate and forecast our business performance. Further, management believes that
EBITDA provides both management and investors with a more complete understanding of the underlying
operating results and trends and an enhanced overall understanding of the Company's financial performance
and prospects for the future. Management aiso believes that EBITDA is a useful measure as il improves
comparability of predecessor and successor results of operations, as purchase accounting renders depreciation
and amortization non-comparable between predecessor and successor periods. See “Management’s Discussion
and Analysis of Financial Condition and Results of Operations — Factors Affecting Comparability of
Results — Purchase Accounting”.

The non-GAAP measurement of EBITDA has centain material limitations, including:

» it does not include interest expense. Because we have borrowed money for general corporate purposes,
interest expense is a necessary clement of our costs and ability to generate profits and cash flows. Therefore,
any measure that excludes interest expense has material limitations,

« it does not include depreciation and amortization expenses. Because we use capital assets, depreciation and
amontization is a necessary element of our costs and ability to generate profits. Therefore any measure that
excludes depreciation and amortization expenses has material limitations, and

+ it does not include provision for taxes. Because the payment of tuxes is a necessary element of our
operations, any measure that excludes tax expense has material limitations.

EBITDA is not intended (o be a measure of liquidity or cash flows from operations or a measure comparable 10
net income as it does not take into account cenain requirements such as capital expenditures and related
depreciation, principal and interest payments and tax payments.

The following table is a reconciliation of our net income to EBITDA:

Bureer King
Holdings. loc. Predeceswor
Burger King Holdlogs, Inc. Combined For the Perlod from Far the Pertod
For the Flscal Years Ended e D sty
Jone 30, Ended June 30, June 30, Tecember i2,
2007 2006 2005 2004 7003 2003 2002
(In milllons)
Net income (loss) .. ... . %148 $27 $47 $ 5 $(868) $ 24 $(892)
Interest expense, net . ... 67 72 73 64 81 T35 46
Loss on early
distinguishment of
debt ...... 1 18 — - — —_ —_
Income tax expensc ’
(benefity ........... 75 53 31 4 (18) . _16 (34)
Income (loss) from
operalions . ......... 291 170 151 73 (805) 75 (880)
\ Depreciation and
amortization ........ 89 88 74 63 86 _43 43
EBITDA.......... ... $380 %258 $225 §136 $719) 5118 $(837)

This presentation of EBITDA may not be directly comparable 10 similarly titled measures of other companies,
since not all companies use identical calculations.

(7) Comparable sales growth and sales growth are analyzed on a constant currency basis, which means they are
calculated using the same exchange rate over the periods under comparison, to remove the effects of currency
fuctuations from these trend analyses. We believe these constant currency measures provide a more mean-
ingful analysis of our business by identifying the underlying business rends, without distortion from the effect
of foreign currency movements. Sales growth includes sales at company reslaurants and franchise restaurants,
Unless otherwise stated, sales, sales growth, comparable sales growth and average restaurant sales are presented
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on a system-wide basis. We do not record franchise restaurant sales as revenues. However, our royalty revenues
are calculated based on a percentage of franchise restaurant sales. See “Management's Discussion and Analysis
of Financial Condition and Results of Operations — Key Business Measures™.

(8) Comparable sales growth refers to the change in restaurant sales in on¢ peried from a comparable period for
restaurants that have been open for thirteen months or longer. Comparable sales growth includes sales at
company restaurants and franchise restaurants, We do not record franchise restaurant sales as revenues,
However, our royally revenues are calculated based on a percentage of franchise restaurant sales.

(9) Refers to our operations in Europe, the Middle East, Africa, Asia, Australia, New Zealand and Guam.
(10) Refers to our operations in Mexico, Central and South America, the Caribbean and Puerte Rico.

{11) Unallocated includes corporate support costs in areas such as facilities, finance, human resources, information
technology, legal, marketing, and supply chain management. Unallocated for fiscal 2006 includes: a
~ $34 million of compensation expense and taxes related to the compensatory make-whole payment made
to holders of options and restricted stock unit awards in February 2006; $9 million of quanterly management
fees paid to the Sponsors; a $30 million termination fee paid to the Sponsors to terminate the management
agreement; $10 million of costs related to the realignment of our European and Asian businesses; and
$5 million of exccutive severance. Unallocated for fiscal 2005 includes: $9 million of quarterly management
fees and $17 millien of global realignment costs.

(12) Franchise sales represent sales at franchise restaurants and revenue to our franchisees. We do not record
franchise restaurant sales as revenues. However, our royalty revenues are calculated based on a percentage of
franchise restaurant sales.

Burger King Holdings, Inc. and Subsidiaries Restaurant Count Analysis

The following tabies present information relating to the analysis of our restaurant count for the geographic
areas and periods indicated.

Worldwide

Company  Franchise Total

Beginning Balance July 1,2003 ... ... .. .. ......... ... . ..., 1,061 10,274 11,335
OPENINGS .. .. it P 29 275 34
Closings . .. ... e e e (20) (392) (412)
Acquisitions, net of refranchisings. . ........... ... ... 17 (n —
Ending Balance June 30,2004 .......... ... ... il 1,087 10,140 11,227
OPEMINES . v cv ittt i i it e e s 63 251 34
L8 103 23 (414) @3N
Acquisitions, ne! of refranchisings . . ............ ... ... ... 60 {60) —
Ending Balance June 30,2005 ............ ... et 1,187 9917 11,104
OpPENINgs .. ..ot ittt e 23 326 349
CIOSINES . . o e e e e (14) (310 (324)
Acquisitions, net of refranchisings. . .......... ... i 4 (44) —
Ending Balance June 30,2006 ........... ... .. ...l 1,240 9,889 11,129
OpEnings ... . i e 38 403 441
CloSingS . ... e e e (24) (263) (287)
Acquisitions, net of refranchisings . . . ................. ..., 49 (49) —
Ending Balance June 30,2007 ... ... ...... .. v, 1,303 /9980 11,283




United States & Canada

Beginning Balance July 1,2003 ... ...
0T T R R EEREERRRE:
ClOSINES . .. cov v i e i s nas e s a i

Acquisitions, net of refranchisings

Ending Balance June 30,2004 . .......... ... el

107701 1T S
ClOSIAES . oo o oot ce v v en i n o

Acquisitions, net of refranchisings

Ending Balance June 30,2005 ........ . .ot
OPENINGS ...t ive it e e

ClOSINES . oot e et it s

Acquisitions, net of refranchisings

Ending Balance June 30, 2006 ....... e

OPENINES « .o ive vt
ClOSINES . o oo v v i ia i i e

Acquisitions, net of refranchisings

Ending Balance June 30,2007 ........ ..ot

EMEA/APAC

Beginning Balance July 1,2003 .......... ... coiiiii it
OPEniNgS ..o iiiv s

ClOSINGS . . oottt e e

Acquisitions, net of refranchisings

Ending Balance June 30,2004 .. ....... ... et

OPEMINGS + o0t vvve v v e et
ClOSINES . « oo v evv et i iie s

Acquisitions, net of refranchisings

Ending Balance June 30,2005 .. ....... ... oo

OPENINGS . ..\ iie ettt e
ClOSINES . . v ve it e

Acquisitions, net of refranchisings

Ending Balance June 30,2006 . ......... ... ooiiaiiiiian

OPENINgS .. i v e iiii i e
L 31 Z O R R

Acquisitions, net of refranchisings

Ending Balance June 30,2007 .. .......... ..o iiiiaa

.........................

.........................

.........................

.........................

.........................

.........................

.........................
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Company  Franchise Total
735 7,529 8,264
3 43 46
(16) (318) (334)
37 _@n _=
39 127 1976
33 21 54
9 (301) (310)
61 _6y _=
844 G876 1720
4 55 59
10) (235) (245)
A0 @y =
818 6656 1534
10 82 92
(9) (129) (138)
_18 a8 _=
BT e 148
Company  Franchise Total
280 2,179 2,459
21 177 198
@) (68) (72)
@ 20 _=
2308 2588
21 165 186
(14) (101) (115)
o 1 =
283 2373 2.6%
10 191 201
S (66) (70)
4 @& _=
293 2494 2787
20 231 251
(15 {131) (146)
3 @n =
6 289




Latin America

Company  Franchise  Total

Beginning Balance July 1,2003 ... ........ .. .. ... . . 0, 46 566 612
10 /5 5 55 60
CloSInES . . . ot v e e e -— (6) (6)
Acquisitions, net of refranchisings. . ........... ... ... .. . - — =
Ending Balance June 30, 2004 . . ... .. . ... ... ... ... ..., 3 615 666
OPENINES . .ttt 9 65 74
COSINgS . . oottt e e — (12) (12)
Acquisitions, net of refranchisings. . . ....................... o — e
Ending Balance June 30,2005 . .............. ... ...l 60 668 728
OpeNINgS .\ it e i b e 9 80 89
Closings. . ... e e, — )] V)]
Acquisitions, net of refranchisings................... ... ... o — -
Ending Balance June 30,2006 . ................... e 69 739 808
L0151 T 1 £ 8 90 98
CloSingS . . o e e e et e, — 3) 3
Acquisitions, net of refranchisings, . .......... ... ... .. — e —
Ending Balance June 30,2007 . ... ... ... ... ... .ol 17_ _$_2._Q 29§

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

You should read the following discussion together with Part I, Item 6 “Selected Financial Data” and our
audited consolidated financial statements and the related notes thereto included in Item 8 “Financial Statements
and Supplementary Data”. In addition 1o historical consolidated financial information, this discussion contains
Jorward-looking statemenis that reflect our plans, estimates and beliefs. Actual resulis could differ from these

expectations as a result of factors including those described under ltem 1A, “Risk Factors”, “Special Note
Regarding Forward-Looking Statements™ and elsewhere in this Form 10-K,

References 1o fiscal 2007, fiscal 2006 and fiscal 2005 in this section are to the fiscal years ended June 30, 2007,
2006 and 2005, respectively. Unless otherwise staled, sales, sales growth, comparable sales growth and average
restaurant sales are presented on a system-wide basis.

Overview

We operate in the fast food hamburger restaurant, or FFHR, category of the quick service restaurant, or QSR,
segment of the restavrant industry. Our system of restaurants includes restaurants owned by the Company and
franchisees, We are the second largest FFHR chain in the world as measured by the number of restaurants and sales
system-wide. As of June 30, 2007, we owned or franchised a total of 11,283 restaurants in 69 countries and
U.S. territories, of which 7,488 were located in the United States and Canada. As of that date, 1,303 restaurants were
company-owned and 9,980 were owned by our franchisees. Our restaurants feature flame-broiled hamburgers,
chicken and other specialty sandwiches, french fries, soft drinks and other reasonably-priced food items,

Our business operates in three reporting business segments: the United States and Canada; Europe, the Middle
East, Africa and Asia Pacific, or EMEA/APAC: and Latin America. The United States and Canada is our largest
segment and comprised 65% of 1otal revenues and 69% of income from operations, excluding unallocated corporate
general and administrative expenses, in fiscal 2007. EMEA/APAC comprised 30% of total revenues and 19% of
income from operations, excluding unallocated corporate general and administrative expenses, and Latin America
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comprised the remaining 5% of revenues and 12% of income from operations, excluding unallocated corporate
general and administrative expenses, in fiscal 2007,

Qur Business
Revenues
We gencrate revenues from three sources:
» sales al Qur company restaurants;
« royalties and franchise fees paid to us by our franchisees; and
» property income from restaurants that we lease or sublease io franchisecs.

Our sales are heavily influenced by brand advertising, menu selection and initiatives t0 improve restaurant
operations. Company restaurant revenues are affected by comparable sales, timing of company restaurant openings
and closures, acquisitions by us of franchise restaurants and sales of company restaurants to franchisces, or
“refranchisings.” In fiscal 2007, franchise restaurants generated approximately 87% of system-wide sales. Roy-
alties paid by franchisees are based on a percentage of franchise restaurant sales and are recorded as franchise
revenues. Franchise fees and franchise renewal fees are recorded as revenues in the year received, In fiscal 2007,
company restaurant revenues and franchise revenues represented 74% and 21% of total revenues, respectively. The
remaining 5% of lotal revenues was derived from property income.

We have a higher percentage of franchise restaurants to company restaurants than our major competitors inthe
FFHR category. We believe that this restaurant ownership mix provides us with a strategic advantage because the
capital required to grow and maintain our system is funded primarily by franchisees while giving us a sizable base of
company restaurants to demonstrate credibility with our franchisees in launching new initiatives. As a result of the
high percentage of franchise restaurants in our system, we have lower capital requirements compared to our major
competitors. However, our franchisee-dominated business model also presents a number of drawbacks, such as our
limited control over franchisees and limited ability to facilitate changes in restaurant ownership.

Costs and expenses
Company restaurants incur three types of operating expenses:

« food, paper and other product costs, which represent the costs of the products that we sell to customers in
company restaurants;

» payroll and employee benefits costs, which represent the wages paid 10 company restaurant managers and
staff, as well as the cost of their health insurance, other benefits and training; and

» occupancy and other operating costs, which represent all other direct costs of operating our company-
restaurants, including the cost of rent or real estate depreciation (for restaurant properties owned by us),
depreciation on equipment, repairs and maintenance, insurance, restaurant supplies and utilities.

As average restaurant sales increase, we can leverage payroll and employee benefits costs and occupancy and
other costs, resulting in a direct improvement in restaurant profitability. As a result, we believe our continued focus
on increasing average restaurant sales will result in improved profitability to our restaurants system-wide.

Our selling, general and administrative cxpenses include the costs of field management for company and
franchise restavrants, costs of our operational excellence programs (including program staffing, training and
Clean & Safe certifications), corporate overhead, including corporate salaries and facilities, advertising and bad
debt expenses and amortization of intangible assets. We believe that our current staffing and structure will allow us
to expand our husiness globally without increasing general and administrative expenses significantly.

Property expenses include costs of depreciation and rent on properties we lease and sublease to franchisces,
respectively.
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Fees paid to affiliates are primarily management fees paid to our Sponsors under a management agreement that
we cnlered into in connection with our acquisition of BKC and terminated upon completion of our initial public
offering. Under this agreemeat, we paid a management fee to the Sponsors equal to 0.5% of our total current year
revenues, which amount was limited to 0.5% of the prior year's total revenues. The management agreement was
terminated in the fourth quarter of fiscal 2006. We paid a one time fee of $30 million to the Sponsors in May 2006 to
terminate the management agreement.

Items classified as other operating expenses, net include gains and losses on asset and business disposals,
impairment charges, sctilement losses recorded in connection with acquisitions of franchise operations, gains and
losses on foreign currency transactions and other miscellaneous items.

Advertising funds

We promote our brand and products by advenising in all the countries and territories in which we operate. In
countries where we have company restaurants, such as the United States, Canada, the U.K. and Germany, we
manage an adverntising fund for that country by collecting required advertising contributions from company and
franchise restaurants and purchasing advertising and other marketing initiatives on behalf of all Burger King
restaurants in that country. These advertising contributions are based on a percentage of sales at company and
franchise restaurants. We do not record advertising contributions collected from franchisees as revenues, or
expenditures of these contributions as expenses. Amounts which are contributed 10 the advertising funds by
company restaurants are recorded as selling expenses. In countries where we manage an advertising fund, we plan
the marketing calendar in advance based on expected contributions into the fund for that year. To the exlent that
contributions received exceed advertising and promotional expenditures, the excess contributions are recorded as
accrued advertising liability on our consolidated balance sheets. If franchisees fail to make the cxpected coniri-
butions, we may not be able to continue with our marketing plan for that year unless we make additional
contributions into the fund. These additional contributions are also recorded as selling expenses. We made
additional contributions of $9 million, $1 million and $15 million in fiscal 2007, fiscal 2006 and fiscal 2005,

respectively.
Fiscal 2007 Highlights and Fiscal 2008 Outlook

Ourt strategic plan {the “Global Go Forward Plan™) has four guiding principles: Grow 'Proﬁtably (a market
plan); Fund the Future (a Anancial plan); Fire up the Guest (a product plan), and Working Together (a people plan}.
Guided by our Globa! Go Forward Plan and strong cxecutive team leadership, our accomplishments for fiscal 2007
include:

* 14 consecutive guarters of positive worldwide comparable sales growth, our best comparable sales growth in
more than a decade, including comparable sales growth of 3.4% for fiscal 2007; '

* 13 consecutive quarters of positive comparable sales growth in the United States and Canada, including
comparable sales growth of 3.6% for fiscal 2007;

+ ali-time high annual revenues of $2.23 billion for fiscal 2007;
+ all-time high worldwide sales of $13.2 billion for fiscal 2007;
+ all-time high average restaurant sales of $1.19 million for fiscal 2007,

« continved acceleration of worldwide restaurant growth with 441 new openings and net growth of 154 during
fiscal 2007,

* restaurant openings in four new international markets: Japan, Indonesia, Poland and Egypt;

» successful product promotions such as the Texas Double Whopper and Western Whopper sandwiches, BK
Stacker, the Angus Cheesy Bacon sandwich, and BK Chicken Fries;

= strong movic and promotional tie-ins, such as Spider-Man™ 3, SpangeBob SquarePants™, Famtastic 4™,
NASCAR, NFL and the X-Box® gaming collection;
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introduction of the BK Breakfast Value Menu, the first such offering in the FFHR category, and continued
improvement in extending hours of operations;

all time high guest satisfaction scores, as well as record speed of service and cleanliness scores;
reduction in debt of $125 million since Juty 1, 2006 10 $872 million as of June 30, 2007; and

payment of two quarterly cash dividends as a public company of $0.0625 per share each.

Our focus continues to be on the following:

+ driving funther sales growth and profitability;

+ expanding our large international platform;

+ accelerating our new restaurant development; and

+ employing innovative marketing strategies and expanding product offerings.

Our fiscal 2008 growth targets are:  average annual revenue growth of 6% to 79, average annual EBITDA
growth of 10% 10 12%; and net income growth of 12% to 15%.

We intend to achieve our growth targets and strengthen our competitive position through the continued
implementation of the following key elements of our business strategy:

» Drive further sales growth and profitability: We remain focused on achieving our comparable sales,

average restaurant sales and profitability potential. An essential component of our success is 1o grow average
restaurant sales through an enhanced guest experience. Our key guesi satisfaction and operations metrics
were at all-time highs in June 2007 and we intend to focus our efforts on further improving these metrics. In
addition, we intend to implement initiatives to reduce the gap between our hours of operation and those of
our competitors, which we belicve will increase comparable sales and average restaurant sales in U.S. res-
taurants. We also believe that significant opportunities exist to enhance restaurant profitability by beuer
utilizing our fixed cost base, and continuing to explore ways to reduce variable costs. Specifically, we expect
to achieve savings from the recent installation of the new flexible batch broiler in substantially all of our
company restaurants in the U.S. and Canada and as we roll out our new labor scheduling system 10 our
U.S. company restaurants during fiscal 2008. These savings should help to offset potential labor and
commodity cost increases, : '

Expand our large international platform: We intend to leverage our substantial intermational infra-
structure to expand our franchise network and restaurant base. Internationally we are much smaller than our
largest competitor, and, therefore, we believe we have significant growth opportunities. We have developed a
detailed global development plan to accelerate worldwide growth over the next five years. We expect to
focus our expansion plans on (1) under-penetrated markets where we already have an cstablished presence,
such as Germany, Spain and Mexico; (2) markels in which we have a small presence, but which we believe
offer significant opportunities for development, such as Brazil, China and Italy; and (3) financially attractive
new markets such as Japan and Indonesia, where our new franchisees have recently opened restaurants, and
countries in the Middle East, Eastern Europe and the Mediterranean region. We believe that our successful
entry into Brazil where in two years we have recruited seven new franchisees and opened 34 restaurants in
14 cities validates the opportunities that exist for us in rapidly developing international markets.

Accelerate our new restaurant development: The expansion of our restaurant network and an increase
in the number of new restaurants are key ingredients in our growth plan. We expect that most of our new
restaurant growth will come from franchisees. Consequently, we believe that providing our franchisees with
a development process that is streamlined, financially flexible and capital-efficient will accelerate the pace
of restaurant development. As part of this strategy, we developed new, smaller restaurant designs that reduce
the level of capital investment required, while also addressing a change in consumer preference from dine-in
to drive-thru (62% of U.S. company restaurant sales are currently made in the drive-thru). These smaller
restaurant models reduce average building costs by approximately 25% and are anticipated to reduce uiility
and other operating expenses. We are also actively pursuing co-branding and site sharing programs to reduce
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initial investment expense and have begun testing a tumn-key development assistance program that reduces
the time and uncertainty associated with new builds,

+ Employ innovative marketing strategies and expand product offerings: We intend to continue to employ
innovative and creative marketing strategies 1o increase our restaurant traffic and comparable sales. We
intend to launch new products to fill gaps in our breakfast, dessert and snack menu, offer more choices 1o our
guests and enhance the price/value proposition of our products with offerings such as the BK Value Menu
and the BX Breakfast Value Menu (the first pational breakfast value menu in the FFHR category). In
addition, we intend to roll-out several new and limited tme offer products in fiscal 2008,

Key Business Measures

We track our resulls of operations and manage our business by using three key business measures: sales
growth; comparable sales growth; and average restaurant sales. Unless otherwise stated, sales growth, comparable
sales growth and average restaurant sales are presented on a system-wide basis. Sales growth and comparable sales
growth are analyzed on a constant cusrency basis, which means they are calculated using the same exchange rate
over the periods under comparison to remove the effects of currency fluctuations from these trend analyses, We
believe these constant currency measures provide a more meaningful analysis of our business by identifying the
underlying business trend, without distortion from the effect of foreign currency movements.

Comparable Sales Growth

Comparable sales growth refers to the change in restaurant sales in one peried from a comparable period in the
prior year for restaurants that have been open for thirteen months or longer. We believe comparable sales growthisa
key indicator of our performance, as influenced by our initiatives and those of our competitors.

) For the

Fiscal Years Ended
June 30,

07 2006 2008
(In constant currenches)

Comparable Sales Growth:
United States and Canada. . .. ... .. ... .. i iiiiniinenennenss J6% 25% 6.6%
EMEA/APAC . .. it e e e e 30 00% 28%
Latin AMERCA « v v vt v v te vt eas et s e et ine e e eas 5% 2.5% 55%
Total Worldwide . . ... .. i i i e e 34% 19% 5.6%

Qur comparable sales growth in fiscal 2007 was driven by our strategic initiatives related to operational
excellence, advertising, and our continued facus on our BK Valuze Menu and the promotion of premium products.
These results are driven mostly by our franchise restaurants as approximately 90% of our system-wide restaurants
are franchised.

In the United States and Canada, our comparable sales growth performance increased for fiscal 2007 as
compared to fiscal 2006, as a result of our provocative advertising, menu enhancements, such as the introduction of
new products like the BK Stacker, as well as limited time offers, such as the Angus Cheesy Bacon sandwich, Texas
Double Whopper sandwich, and Western Whopper sandwich, Other comparable sales growth drivers included the
BK Value Menu, late-night hours and successful movie tie-ins and innovative promotions such as Spider-Man™ 3,
SpongeBob SquarePants™, Fantastic 4™ and the Xbox® game coliection.

Comparable sales growth in EMEA/APAC reflects positive sales performance in all major countries in the
segment for fiscal 2007. Strong comparable sales in the U.K. were driven by the introduction of fresh, high quality
premium products, such as the Aberdeen Angus Burger and 3 Pepper Angus Burger and the Spider-Man™ 3 movie
tie-in which featured the Spider-Man™ Dark Whopper sandwich limited time offer. In addition, a strategic
investment of $7 million was made to the marketing fund to improve brand recognition and introduce new products
through commercials, such as the “Manthem” and the Have I/t Your Way brand promise.
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Latin America demonstrated strong results in comparable sales for fiscal 2007 compared to fiscal 2006 as this
segment continues 10 grow. These sirong results were fueled by the introduction of new products, limited time
offers, innovative promotions and marketing campaigns, such as the Have It Your Way brand promise.

Our comparable sales growth in fiscal 2006 was driven by new products and marketing and operational
initiatives. Comparable sales in the United States and Canada did not increase at the same rate in fiscal 2006 due to
the high growth rate in fiscal 2005 to which fiscal 2006 performance is compared. EMEA performance during fiscal
2006 was negatively impacted by weak performance in the U.K., as a result of changes in consumer preferences
away from the FFHR category.

Comparable sales growth increased significantly in fiscal 2005, as a result of strategic initiatives introduced in
the second half of fiscal 2004. In the United States and Canada, our comparable sales growth performance improved
significantly in fiscal 2005, as we made improvements to our menu, advertising and operations. The improved
financial health of our franchise system in fiscal 2005 and lower comparable sales in fiscal 2004 also contributed to
our exceptionally strong fiscal 2005 comparable sales performance. EMEA comparable sales for fiscal 2005
reflected a slow down in economic conditions, competition in Germany and weak performance in the UK., as a
result of changes in consumer preferences away from the FFHR category.

Average Restaurant Sales

Average restaurant sales, or ARS, is an important measure of the financial performance of our restaurants and
changes in the overall direction and trends of sales. ARS is influenced mostly by comparable sales performance and
restaurant openings and closures and also includes the impact of movement in foreign currency exchange rates.

For the
Fiscal Years Ended June 30,

2007 2006 2005
(In thousands)

Worldwide Average Restaurant Sales. ................ ... ..... $1.193  §1,126  $1,104

Our ARS improvement during fiscal 2007 was primarily due to: improved comparable sales; the opening of
new restaurants with higher than average sales volumes; and, 10 a lesser extent, the closure of under-performing
restaurants. Our comparable sales were 3.4% for the year ended June 30, 2007, driven primarily by our strategic
initiatives related 1o operational excellence, advertising, menu enhancements, such as our 8K Value Menu and
BK Stacker, movie tie-ins such as Spider-Man™ 3 and SpongeBob SquarePants™, and promotional campaigns, such
as our innovative Xbox® game collection. We and our franchisees opened 441 new restaurants and closed 287
restaurants during fiscal 2007. As of June 30, 2007, the last 50 free-standing restaurants opened in the United States
and that have operated for at least 12 months generated ARS of $1.49 million, which is approximately 26% higher
than the current U.S. system average. We belicve that continued improvements to the ARS of existing restaurants
and strong sales at new restaurants, combined with the closure of under-performing restaurants, will result in
financially stronger operators throughout our restaurant system.

Average restaurant sales improved in fiscal 2006 primarily from improved comparable sales, the opening of
new resiaurants with higher than average sales volumes and closure of under-performing restavrants. Our
comparable sales increased by 1.9% in fiscal 2006 driven primarily by our strategic initiatives related to operational
excellence, advertising and our menu. We and our franchisces opened 349 new restaurants and closed 324
restaurants during fiscal 2006.

Sales Growth

Sales growth refers to the change in sales at all company-owned and franchise restavrants from one period to
another. Sales growth is an important indicator of the overall direction and wends of sales and income from
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operations on a system-wide basis. Sales growth is influenced by restaurant openings and comparable sales as well
as the effectiveness of our advertising and marketing initiatives.

For the

Flscal Years Ended
Juae 30,

2007 2006 2005
(In constant currencies)

Sales Growth:
United Statesand Canada . ............. .. . . 0 itieeenrneennnn. 30 02% 49%
EMEA/APAC | .. e s 19% 5.0% 79%
Latin AMEIICa . . . oottt e e e e e e e 13.3% 13.0% 14.5%
ToalWorldwide ... .......... ... ... e 49% 21% 6.1%

Sales growth continued on a positive trend during fiscal 2007, as comparable sales and the number of
restaurants continued to increase on a system-wide basis. We expect restaurant closures o continue to decline and
restaurant openings to accelerate in most regions, with the exception of the U.K. where we continue to work on
improving the financial health of certain company and franchise restaurants.

Our sales growth in the United States and Canada during fiscal 2007 reflects positive comparable sales growth
and an increase in the amouni of revenues earned by new restaurants, offset by a net reduction in restaurant count.
We had 7,488 restaurants in the United States and Canada as of June 30, 2007, compared to 7,534 restaurants as of
June 30, 2006. )

EMEA/APAC demonstrated strong sales growth during fiscal 2007 reflecting openings of new restaurants and
positive comparable sales in all the major markets, including the U K., Germany, Spain, Australia and New Zealand
and smaller markets in the Mediterranean and the Middle East. Sales performance improved in the U.K. during the
second half of fiscal 2007 as a result of our strategic investments in that country.

Latin America’s sales growth was driven by new restaurant openings and strong comparable sales in fiscal
2007.

The increases in sales growth in fiscal 2006 primarily reflected improved comparable sales in the United States
and Canada and Latin America and sales at 349 new restaurants which opened during the year, pantially offset by the
closure of 324 restaurants during the same period, most of which were under-performing restaurants in the
United States.

Sales growth increased slightly in the United States and Canada during fiscal 2006, primarily due to an
increase in comparable sales of 2.5%, driven by the implementation of our strategic initiatives related to advertising,
our menuand our operational excellence programs, offset by a net closure of 186 restaurants.

EMEA/APAC demonstrated strong sales growth during fiscal 2006 from positive comparable sales ia several
markets, including Germany, Spain, the Netherlands and smaller markets in the Mediterranean and the Middle East,
partially offset by the U.K., where changes in consumer preferences away from the FFHR category adversely
affected sales. In addiion, we opened 131 restaurants (net of closures) during fiscat 2006.

Latin America’s sales growth was driven by 80 net new restaurant openings and strong comparable sales in
fiscal 2006.

Factors affecting comparability of results
Purchase Accounting

The acquisition of BKC was accounted for using the purchase method of accounting, or purchase accounting,
in accordance with Financial Accounting Standards Board (“FASB"), Statement of Financial Accounting Standards
("SFAS™ No. 141, “Business Combinations™. Purchase accounting requires a preliminary allocation of the
purchase price to the assets acquired and liabilities assumed at their estimated fair market values at the time of our
acquisition of BKC in fiscal 2003. In December 2003, we completed our fair market value calculations and finalized
the adjustments to these preliminary purchase accounting allocations. As pant of finalizing our assessment of fair
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market values, we reviewed all of our lease agreements worldwide. Some of our lease payments were at below-
market lease rates while other lease payments were at above-market lease rates. In cases where we were making
below-market lease payments, we recorded an assel reflecting this favorable lease. We amortize this intangible assel
over the underlying lease term, which has the effect of increasing our rent expense on a non-cash basis to the market
rate. Conversely, in cases where we were making above-market lease payments, we recorded a liability reflecting
this unfavorable lease. We amortize this liability over the underlying lease term, which has the effect of decreasing
our rent expense on a non-cash basis to the marker rate.

During fiscal 2004, fiscal 2005 and fiscal 2006, we recorded a net benefit from favorable and unfavorable lease
amortization of $52 million, $29 million and $24 million, respectively. The fiscal 2004 unfavorable and favorable
benefit was higher than fiscal 2005 primarily as a result of final adjustments to our purchase price ailocation which
resulted in a higher benefit of $19 million associated with favorable and unfavorable lease amortization. The
favorable and unfavorable lease benefit and other miscellancous adjusiments were partially offset by $18 million of
incremental depreciation expense, resulting in 2 net benefit of $2 million in fiscal 2004, when we finalized our
purchase accounting allocations.

In addition to the amortization of these favorable and unfavorable leases, purchase accounting resulted in
certain other items that affect the comparability of the results of operations between us and our predecessor (BKC
and its subsidiaries for all periods prior to our December 13, 2002 acquisition of BKC), including changes in asset
carrying values (and related depreciation and amortization), expenses related to incurring the debt that financed the
acquisition that were capitalized and amortized as interest expense, and the recognition of intangible assets (and
related amortization).

Termination of Global Headquarters Lease

In May 2007, BKC terminated the lease for its proposed new global headquarters facility, which was to be
constructed in Coral Gables, Florida (the “Coral Gables Lease™). We determined that remaining at our current
headquarters location would avoid the cost and disruption of moving to a new facility and that the current
headquarters facility would continue to meet our needs for a global headquarters more effectively and cost
efficiently. The Coral Gables Lease provided for the lease of approximately 225.000 square feet for a term of
15 years at an estimated initial annual rent of approximately $6 million per year, subject to escalations. By
terminating the Coral Gables Lease, we will save approximately $24 million in future rent payments between
October 2008 and September 2018 and approximately $23 million of tenant improvements and moving costs, which
were expected 1o be paid over an 18-month period. Total costs associated with the termination of the Coral Gables
Lease were $7 million, including a termination fee of $5 million paid by BKC 1o the landlord, which includes a
reimbursement of the landlord’s expenses. See Note 15 to the Consolidated Financial Statemenis in Part Il Item 8 of
this Form 10-K. These costs are reflected in other operating (income) expense, net in our consolidated statements of
income for fiscal 2007,

Historical franchisee financial distress

Subsequent to our acquisition of BKC, we began to expericnce delinquencies in payments of royalties,
advertising fund contributions and rents from cenain franchisees in the United States and Canada. In February 2003,
we initiated the FFRP program designed to proactively assist franchisees experiencing financial difficulties due 1o
over-leverage and other factors, including weak sales, the impact of competitive discounting on operating margins
and poor cost management. Under the FFRP program, we worked with those franchisees with sirong operating track
records, their lenders and other creditors to attempt to strengthen the franchisees’ financial condition. The FFRP
program also resulted in the closure of unviable franchise restaurants and our acquisition of certain under-
performing franchise restaurants in order to improve their performance. In addition, we entered into agreements (0
defer certain royalty payments, which we did not recognize as revenue during the fiscal years in which they were
deferred and acquired a limited amount of franchisee debt, often as pan of broader agreements 10 acquire franchise
restauranis or real estate, We also contributed funds to cover shortfalls in franchisee advertising contributions. See
“Other Commercial Commitments and Off-Balance Sheet Arrangements” for further information about the support
we committed 1o provide in connection with the FFRP program, including an aggregale remaining potential
commitment of $26 million as of June 30, 2007, to fund certain loans to renovate franchise restaurants, 10 make
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renovations to certain restaurants that we lease or sublease to franchisees, and to provide rent relief and/or
contingent cash flow subsidies to certain franchisees.

Franchise system distress had the following impact on our results of operations:

For the
Fiscal Years Ended
June 30,
2007 2006 2008
(In millions}
Revenues:
Revenue notrecognized (1) . ..ot it it e it $— $— 303
Selling, general and administrative expenses:
Bad debt expense (recovery). . ... .. i i (2) () 1
Incremental advertising contributions . ............ ... . 0., — 1 15
Internal and external costs of FFRP program administration ............. —_ - 12
Total effect on selling, general and adminjstrative . . ... ................ 2y — 28
Other operating expenses (income}, pet:
Reserves (recoveries) on acquired debt, net. ... .. .o v v en el — {2} 4
Other et . .. i e e e s 1 2 _4
Total effect on other operating (income) expenses, net. .. ............... 1 = _8
Tota! effect on income from operations . ..............coiiiiiiia., sy $&— 833

(1) Fiscal 2005 reflects the collection and recognition of revenue that was not recognized in fiscal 2004.

As a result of the franchisees’ distress, we did not recognize revenues associated with royalties and rent for
certain franchise restaurants where collection was uncertain although we retained the legal right pursuant to the
applicable franchise agreement to collect these amounts. In accordance with SFAS No. 45, “Accounting for
Franchise Revenue”, we recognize the previously unrecognized revenue at the time such amounts are actually
collected. As brand advertising is a significant element of our success, we contributed an incremental $15 million to
the U.S. and Canada advertising fund for fiscal 2005 to fund the shortfall in franchisee contributions. We also
incurred significant internal and extemnal costs to manage the FFRP program in fiscal 2005.

We believe the FFRP program has significantly improved the financial health and performance of our
franchisee base in the United States and Canada. Franchise restaurant average restaurant sales in the United States
and Canada has improved from $973,000 in fisca) 2003 to $1,17 million in fiscal 2007. Our collection rates, which
we define as collections divided by billings on a one-month trailing basis, also improved during this period.
Collection rates in the United States and Canada have improved from 91% in fiscal 2004 to 100% during fiscal
2008, fiscal 2006 and fiscal 2007, which reflects the improvement of our franchise system’s financial health, The
FFRP program in the United States and Canada was completed as of December 31, 2006.

Our franchisees are independent operators and their decision to incur indebtedness is generally outside of our
control. Although franchisces may experience financial distress in the future due to over-leverage, we believe that
there are cenain factors that may reduce the likelihood of such a recurrence. We have established a compliance
program to monitor the financial condition of restaurants that were formerly in the FFRP program. We review our
collections on a monthly basis to identify potentially distressed franchisees. Further, we believe that the best way to
reduce the likelihood of another wave of franchisee financial distress in our system is for us to focus on driving sales
growth and improving restaurant profitability, and that the successful implementation of our business strategy will
hetp us to achieve these cbjectives.

We believe the investments we have made in the FFRP program will continue to provide a return o us in the
form of a reinvigorated franchise system in the United States and Canada.
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Our global reorganization and realignment

After our acquisition of BKC, we retained consultants to assist us in the review of the management and
efficiency of our business, focusing on our operations, marketing, supply chain and corporate structure. In
connection with these reviews, we reorganized our corporate structure to ullow us to operate as a global brand,
resulting in the elimination of certain corporate and intemational functions. Also in connection with those reviews,
we implemented operational initiatives, which have helped us improve restaurant operations. During fiscal 2006,
we continued our global reorganization by regionalizing the activities associated with our European and Asian
businesses, including: the transfer of rights of existing franchise agreements; the ability to gramt future franchise
agreements; and utilization of our intellectual property assets in EMEA/APAC, in new European and Asian holding
companics. See “Ligquidity and Capital Resources — Realignment of our European and Asian businesses”.

In connection with our global reorganization and related alignment of our European and Asian businesses, and
the resulting corporate restructuring, we incurred costs of $4 million, $10 million and $17 million in fiscal 2007,
fiscal 2006 and fiscal 2005, respectively, consisting primarily of consulting and severance-related costs, which
included severance payments, outplacement services and relocation costs. The following table presents, for the
periods indicated, such costs:

For the
Fiscal Years Ended
June 30,

07 2006 2008
(in millions)

Consulting fees ... ............. e e $

Severance-related costs of the global reorganization ......... e
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Results of Operations

The foilowing table presents, for the pertods indicated, our results of operations:

For the Fiscal Years Ended June 30,
2007 2006 2005
Increase/ Increase/

Amount  Amount (Decrease) Amount  (Decrease)
(In milligns, except percentapes and per share data)

Revenues:
Company restaurant revenues . .......... 1,658 §1,516 9%  $1,407 8%
Franchise revenues. . ................. 460 420 10% 413 2%
Property revenues ................... e _ 12 _4% 120 _M%
Totalrevenues . ...........oovvn. .. 2,234 2,048 9% 1,940 6%
Company restaurant expenses. . ........... 1,409 1,296 9% 1,195 8%
Selling, general and administrative expenses. . 474 488 (3% 487 *
Properny eXpenses . . .......cvevnrnenann 61 57 7% 64 (1%
Fees paid to affiliates. .. ................ — 39 * 9 333%
Other operating (income) expenses, net .., .. 0 _ @ HB0% 34 (106)%
Total operating costs and expenses . .. . ... 1,943 1,878 3% 1,789 3%
Income from operations. .. .............. 291 170 71% 151 13%
Interest expense, net. . ... ..oovvvnnn ... 67 7 (N% 73 ()%
Loss on early extinguishment of debt . . . .. 18 O)% _ — __r
Income before income taxes. . ............ 223 B0 179% 78 3%
Income tax expense ... .. ... .. 15 53 A% 3 1%
Netincome . ..............coivunnnn.. $ 148 § 27 48% $ 47 (43)%

|
|

* Not meaningful

Fiscal year ended June 30, 2007 compared to fiscal year ended June 30, 2006
Revenues
Company Restaurant Revenues

Total company restaurant revenues increased by 9% to $1.7 billion in fiscal 2007, primarily as a result of the
addition of 63 company restaurants {net of clasures and refranchisings) during fiscal 2007 and positive worldwide
company comparable sales in this scgment of 2.1%. Approximately $40 million, or 28%, of the increase in company
restaurant revenues was gencrated by the favorable impact from the movement of foreign currency exchange rates
primarily in EMEA.

In the United States and Canada, company restaurant revenues increased by 5% 1o $1.1 billion in fiscal 2007,
primarily as a result of positive company comparable sales in this segment of 2.1% and a net increase of 19 company
restaurants during fiscal 2007, Approximately $4 million, or 8%, of the increase in company restaurant revenues
was gencrated by the favorable impact from the movement of foreign currency exchange rates in Canada.

[n EMEA/APAC, company restaurant revenues increased by 209 to $515 million in fiscal 2007, primarily as a
result of a net increase of 36 company restaurants in this segment during fiscal 2007. The net increase of 36 company
restaurants reflects 41 acquisitions in the UK., and 20 openings offset by 15 closures and 10 refranchisings.
Company comparable sales for EMEA/APAC was a positive 2.2% overall in this segment reflecting positive
comparable sales in Germany, Spain, The Netherlands and the U.K. The increase in revenues also reflects
$37 million, or 9%, due to the favorable impact in the movement of foreign currency exchange rates.
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In Latin America, company restaurant revenues increased by 9% to $61 miltion in fiscal 2007, primarily as a
result of the addition of eight company restaurants to this segment during fisca! 2007, and company comparable
sales growth of 1.1%. The increase in revenues was offset by an unfavorable $1 million, or 1%, due to the impact in
the mavement of foreign currency exchange rates.

Franchise Revenues

Total franchise revenues increased by 10% to $460 million in fiscal 2007, driven by positive worldwide
franchise comparable sales of 3.6% during that period and by $7 million of favorable impact from the movement of
foreign currency exchange rates. The number of franchise restaurants (net of closures and acquisitions of franchise
restaurants by us) increased by 91 during fiscal 2007.

In the United States and Canada, franchise revenues increased by 6% to $284 million in fiscal 2007, primarily
as a result of positive franchise comparable sales in this segment of 3.8% and higher effective royalty ratcs partially
offset by the elimination of royalties from a net reduction of 65 franchise restaurants during fiscal 2007.

In EMEA/APAC, franchisc revenues increased by 13% to $135 million in fiscal 2007, driven by an increase of
69 restaurants (net of closures and acquisitions of franchise restaurants by us) during fiscal 2007; franchise
comparable sales in this segment of 3.1%; and the favorable impact from the movement of foreign currency
exchange rates of $7 million.

Latin America franchise revenues increased by 21% to $41 million in fiscal 2007, as a result of positive
franchise comparable sales in this segment of 3.7% and the addition of 87 franchise restaurants (net of closures)
during fiscal 2007.

Property Revenues

Total property revenues increased by 4% to $116 million in fiscal 2007, primarily as a result of higher
contingent rent payments driven by our franchise comparable sales growth and the favorable impact of foreign
currency exchange rates in Europe, partially offset by a decrease in the number of properties that we lease or
sublense to franchisees due to franchisc restaurants that were closed or acquired by us during the period. In fiscal
2006, property revenues decreased by 7% to $112 million, as a result of a decrease in the number of properties that
we lease or sublease to franchisees due 1o franchise restaurants that were closed or acquired by us during the period,
partially offset by higher contingent rent payments. .

In the United States and Canada, property revenues increased to $85 million in fiscal 2007 from $83 million in
fiscal 2006. The revenues for both fiscal years in this segment were driven by higher contingent rent payments from
increased franchise restaurant sales offset by the decrease in the number of properties that we lease or sublease to
franchisees due Lo franchise restaurants that were closed or acquired by us.

Our EMEA/APAC property revenues increased by $2 million 1o $31 million, primarily as a result of the
favorable impact of foreign currency exchange rates in Europe. In fiscal 2006, property revenues in this segment
decreased by $8 million to $29 million primarily as a result of the closure of franchise restaurants in the U.K.

Operating Costs and Expenses
Food, Paper and Product Costs

Total food, paper and product costs increased by 6% to $499 million in fiscal 2007, as a result of a 9% increase
in company restaurant revenues and the unfavorable impact of foreign currency exchange rates primarily in EMEA.
As a percentage of company restaurant revenucs, food, paper and product costs decreased 0.9% to 30.1%, primarily
from a decrease in the cost of beef and tomatoes for most of the year and the sale of higher margin products.

In the United States and Canada, food, paper and product costs increased by 3% in fiscal 2007, as a result of a
5% increase in company resiaurant revenues in this segment offset by a benefit from lower food costs. Food, paper
and product costs as a percentage of company restaurant revenues decreased 0.6% o 30.8%, primarily due to
decreases in the cost of beef and tomatoes for most of the year. The cost of beef increased in the fourth quarter of
fiscal 2007 placing downward pressures on company restaurant margins in the U.S. and Canada.
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In EMEA/APAC, food, paper and product costs increased by 15% in fiscal 2007, primarily as a result of a 20%
increase in company restaurant revenues in this segment and from the unfavorable impact of foreign curmrency
exchange rates. Food, paper and preduct costs as a percentage of company restaurant revenues decreased 1.2% to
27.9% driven by price increases for our products and promotions geared towards higher margin products. -

In Latin America, food, paper and product costs increased by 10% in fiscal 2007 as a result of a 9% increase in
company restaurant revenues in this segment. As a percentage of revenues, food, paper and product costs remained
relatively flat at 36.6% for fiscal 2007 compared to 36.4% for fiscal 2006.

Payroll ‘and Employee Benefits

Payroll and employee benefits costs increased by 10% to $492 million in fiscal 2007. This increase was
primarily due to the addition of 63 company restaurants (net of closures) in fiscal 2007, increased wages and health
insurance benefit costs, and unfavorable impact of foreign currency exchange rates. As a percentage of company
restaurant revenues, payroll and employee benefits costs remained relatively flat at 29.7% in fiscal 2007 compared
to 29.4% in fiscal 2006 reflecting the increase from the items above offset by labor efficiencies.

In the United States and Canada, payroll and employee benefits increased by 5%, as a result of a net increase in
the number of company restaurants, additional labor hours required for late night hours and the increase in company
comparable sales, and inflationary increases in salaries and wages and benefits. Payroll and employee benefits
remained relatively flat as a percentage of company restaurant revenues reflecting positive comparable sales and
labor efficiencies as an offset to inflationary increases.

In EMEA/APAC, payroll and employee benefits increased by 23% in fiscal 2007, primarily as a result of 36
additional company restaurants (net of closures and refranchisings) in fiscal 2007 and the unfavorable impact of
foreign currency exchange rates. Payroll and employee benefits as a percentage of company restaurant revenues
increased 0.5% to 30.3% primarily due to the acquisition of franchise restaurants in the U.K. generating lower sales.

In Latin America, payroll and employee benefits increased by 9% in fiscal 2007, primarily as a result of the
opening of eight new company restaurants during fiscal 2007. Payroll and employee benefits remained relatively
flat as a percentage of company restaurant revenues in fiscal 2007 compared to fiscal 2006,

Occupancy and Other Operating Cosis

Occupancy and other operating costs increased by 10% to $418 million in fiscal 2007, compared to the prior
year, This increase was primarily auributable to escalating rent and utility costs in EMEA, the addition of
63 company restaurants (net of closures and refranchisings) in fiscal 2007 and the unfavorable impact of foreign
currency exchange rates. Occupancy and other operating costs remained relatively flat as a percentage of worldwide
company restaurant revenues in fiscal 2007 compared to fiscal 2006.

In the United States and Canada, occupancy and other operating costs increased by 2% in fiscal 2007,
compared to fiscal 2006, driven by 19 additional company restaurants (net of closures and refranchisings) in fiscal
2007, and an increase in utility costs to operate during late night hours. These costs decreased as a percentage of
company restaurant revenues by 0.8% 10 23.5% as a result of a reduction in casualty and hurricane-related losses.

In EMEA/APAC, occupancy and other operating costs increased by 28% in fiscal 2007, compared to the same
period in the prior year, primarily due to the addition of 36 company restaurants (net of closures and refranchisings)
in fisca) 2007, and unfavorable impact of foreign currency exchange rates. As a percentage of company restaurant
revenues, occupancy and other operating costs increased to 28.8%, compared to 27.2% in fiscal 2006. The increase
in these costs as a percentage of revenues reflects increases in utilities and rents in all major markets.

In Latin America, occupancy and other operating costs increased by 16%, primarily as a resuh of an increase of
cight company restaurants in fiscal 2007. As a percentage of company restaurant revenues, these costs increased by
0.6% to 25.9% in fiscal 2007 compared to the prior year, primarily as a result of an increase in utilities, property
taxes, repairs and maintenance and the cost of information technology including POS systems.
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Selling, General and Administrative Expenses

Selling expenses increased by $11 million for the tweive months ended June 30, 2007, compared to the same
period in the prior year. This increasc includes $9 million of additional sales promotions and adventising expenses
generated by higher company restaurant revenues, and $7 million related to incremental contributions made by the
Company to the marketing fund in the U.K. and Germany, offset by a $5 million recovery of bad debt. The
incremental contribution to the marketing fund in the U.K. was used to improve brand recognition in that market
and to introduce new premium products with commercials such as, the “Manthem” and the Have It Your Way brand
promise, and promotions for the £1.99 Whopper sandwich and Aberdeen Angus burger. The overall increase in
selling expenses for fiscal 2007 of $11 million also includes the unfavorable impact of approximately $3 million
from the movement in foreign currency exchange rates.

General and administrative expenses decreased by $25 miltion to $391 million for fiscal 2007, compared to the
same period in the prior year. This decrease was primarily driven by a non-recurring compensation expense and
taxes related to the compensatory make-whole payment of $34 million in the prior year, and by a reduction in
severance and relocation of $3 million, offset by $4 million in professional fees including $) million of expenses
rclated 10 the secondary offering by private equity funds controlled by the Sponsors, $5 million of stock-based
compensation, an increase in corporate salary and fringe benefits of $3 million, and an increase in travel and
meetings of $4 million. The overall decrease of $25 million also includes the unfavorable impact of approximately
$8 million from the movement in foreign currency exchange rates.

Properry Expenses

Property cxpenses increased by $4 million to $61 miltion in fiscal 2007, as a result of lower amortization of
unfavorable leases in the United States and Canada and the unfavorable impact of foreign currency exchange rates
in Europe. Property expenses decreased by $7 million to $57 million in fiscal 2006, as a result of a decrease in the
number of properties that we lease or sublease to franchisees, primarily duc to restaurant closures and the
acquisition of franchise restaurants. Additionally, the revenues from propertics that we lease or sublease to non-
restaurant businesses after restaurant closures is treated as a reduction in property expenses, resulling in decreased
property revenues and expenses in fiscal 2006. Property expenses were 37% of propesty revenues in the United
States and Canuda in fiscal 2007 compared to 35% in fiscal 2006. Our property expenses in EMEA/APAC
approximate our property revenues because most of the EMEA/APAC property operations consist of properties that
are subleased 1o franchisees on a pass-through basis.

Fees Paid 10 Affiliates

During fiscul 2007, we incurred no fees to affiliates. Fees paid to affiliates were $3% million during fiscal 2006,
consisting of $30 million paid to our Sponsors to terminate the management agreement and $9 million from regular
recurring monthly management fees.

Other Operating (Income) Expense, Nei

Other operating income, net for fiscal 2007 was $1 million, compared to $2 million for the same period in the
prior year. The $1 million of other operating income, net for fiscal 2007 includes a net gain of $5 million from the
disposal of assets, a gain of $7 million from forward currency contracts used to hedge intercompany loans
denominated in foreign currencies offset by $7 million in costs associated with the termination of the lease for a new
headquarters which we had proposed to build in Coral Gables, Florida, $2 million in litigation reserves, and
$3 million in franchise workout costs. The $2 million of other operating income, net for the twelve months ended
June 30, 2006 included a gain of $3 million from the disposal of assets including the termination of unfavorable
leases in the U.S., Canada, and the U.K., 2 $2 miltion gain from the recovery of an investment in franchisee debt, and
a $1 million recovery from an investment in New Zealand that has since been dissolved. These gains were offset by
$4 million of closed restaurant expenses in the U.K. and the U.S.
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Income from Operations

For the
Fiscal Years
Ended

June M,
2007 2006

Income from Qperations:

United States and Canada ... ... oitir ittt e e e $336 $295
EMEAAPAC . . i e e e e e 54 62
Latin AMEIICa . . v v vttt et ettt st e e e et e e 35 29
Unallocated . . . . ..o it e i i e et et e ey ¢l 34) (216)

Total income fTOm OPETAIONS . . . .o\ v e et at st ie et eennas $200 $170

Income from operations increased by $121 million to $291 million in fiscal 2007 compared to the prior year,
primarily as u result of a reduction in fees paid to affiliates and decreased selling, general and administrative
expenses from the non-recurrence of management fees of $39 million paid to our Sponsors, as well as the
compensation expense and taxes of $34 million recorded in fiscal 2006 related to the compensatory make-whole
paymeni. Improvement in restaurant sales driven by strong comparable sales increased franchise revenues and
company restaurant revenues and margins. See Note 21 to our audited consolidated financial siatements contained
in this report for income from operations by segment. The favorable impact that the movement in foreign currency
exchange rates had on revenues was offsei by the unfavorable impact on operating costs and expenses, resulting in a
$1 million favorable overall impact on income from operations.

In the United States and Canada, income from operations increased by $41 million to $336 million during
fiscal 2007 compared 1o the prior year, primarily as a result of an increase in company restaurant margins of
$20 million and an increase in franchise revenues of $17 million, driven by lower company restaurant expenses and
positive comparable sales for both company and franchise restaurants.

Income from operations in EMEA/APAC decreased by $8 million to $34 million in fiscal 2007 compared to
the prior year, driven primarity by an increase of $34 million in selling, general and administrative expenses, offset
by an increase in company restaurant margins of $5 million, an increase in franchise revenues of $26 million and an
increase in other operating income of $5 million generated by a gain on the sale of a joint venture in New Zealand in
fiscal 2007. The increase in selling, general and administrative expenses of $34 million reflects increases in the
following: advertising expenses of $11 million; salaries and fringe benefits of $6 million; relocation, severance and
training expenses of $5 million; professional fees of $4 million; travel and meeting expenses of $3 million; and bad
debt expense of $2 million.

Income from operations in Latin America increased by $6 million to $35 million in fiscal 2007 compared 1o the
prior year, due to an increase in franchise revenues from comparable sales of 3.7% and a net increase of 87 franchise
restaurants during fiscal 2007.

Interest Expense, Net

Interest expense, net decreased by $5 million during the twelve months ended June 30, 2007, compared to the
same period in the prior year reflecting a decrease in interest expense of $8 million offset by a decrease in interest
income of $3 million. The decrease in interest expense is primarily due to a reduction in the amount of borrowings
outstanding, which reduced interest expense by $12 million. An increase in rates paid on borrowings increased
interest expense by $10 million during the period, offset by the benefit from interest rate swaps of $6 million. The
decrease in interest income of $3 million is due to a reduction in the amount of interest caming cash equivalents
combined with a reduction in yields.

Loss on Early Extinguishment of Debt

Loss on early extinguishment of debt was $1 million in fiscal 2007 compared to $18 million in fiscal 2006. The
decrease of $17 million was due to the write off of deferred financing costs recognized in conjunction with the
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refinancing of our secured debt in July 2005, the incremental $350 million borrowing made in February 2006, and
the $350 million prepayment of term debt from the proceeds of our initial public offering.

Income Tax Expense

Income tax expense was $75 million in fiscal 2007. Compared to the prior fiscal ycar, our effective 1ax rate
decreased approximately 33 percentage points to 33.6%, primarily as a result of tax benefits realized from an
operational realignment of our European and Asian businesses, and from the reduction in tax accruals due to the
resolution of certain tax audit mateers.

See Note 14 1o our consolidated financial statements for further information regarding our effective tax raie.
See ltem 1A " Risk Factors” in Part | of this report for a discussion regarding our ability to utilize foreign tax credits.

Net income

Net income increased by $121 million to $148 million in fiscal 2007 compared to the prior year, primarily asa
result of a reduction in fees paid to affiliates and decreased selling, general and administrative expenses from the
non-recurrence of management fees of $39 million paid to our Sponsors, as well as the compensation expense and
taxes of $34 million recorded in fiscal 2006 related to the compensatory make-whole payment. Jmprovement in
restaurant sales driven by strong comparable sales increased franchise revenues and company restaorani revenues
and improved our margins. The increase in net income was also aitributed to the net decrease in interest expense of
$5 million, decrease in early extinguishment of debt of $17 million, offset by an increase in income tax expense of
$22 million. .

Fiscal year ended June 30, 2006 compared to fiscal year ended June 30, 2005
Revenues
Company Restaurant Revenues

Company restaurant revenues increased 8% to $1,516 million in fiscal 2006, primarily as a result of nine new
restaurant openings (net of closures), the acquisition of 44 franchise restaurants (net of refranchisings), and positive
worldwide company comparable sales in the United States and Canada. Partially offsetting these factors were
negative company comparable sales in EMEA/ APAC. In fiscal 2005, company restaurant revenues increased 10%
to $1,407 million, as a result of strong comparable sales in the United States and Canada and Latin America, where
approximately 76% of our company restaurants were located.

In the United States and Canada, company restaurant revenues increased 12% to $1,032 million in fiscal 2006,
primarily as a result of positive company comparable sales and the acquisition of 40 franchise restaurants (net of
refranchisings). most of which were located in the United States. In fiscal 2005 company restaurant revenues
increased 15% to $923 million, primarily as a result of strong company comparable sales generated from the
implememation of strategic initiatives related to our menu, advertising and operational excellence programs, as well
as the acquisition of 99 franchise restauranits.

tn EMEA/APAC, company restaurant revenues decreased 2% to $428 million in fiscal 2006, primarily as a
result of negative company comparable sales in the U.K. and Germany, where 77% of our EMEA/APAC company
restaurants were located as of June 30, 2006, and the negative impact of foreign currency exchange rates, which
were partially offset by strong performance in Spain and the Netherlands. Company resiaurant revenues were
negatively impacted $19 million by movement in foreign currency exchange rates. However, this negative impact
did not have a material impact on income from operations as it was offset by the positive impact to company
restaurant expenses and selling, general and administrative expenses. In fiscal 2005, company restaurant revenues
increased 1% to $435 million, primarily as a result of new restaurant openings and positive company comparable
sales.

In Latin America, company restaurant revenues increased 14% to $56 million in fiscal 2006, as revenues
generated by nine new company restaurants, partially offset by negative company comparuble sales. In fiscal 2003,
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company restaurant revenues increased 8% to $49 million, primarily as a result of new restaurant openings and
positive company comparable sales.

Franchise Revenues

Franchise revenues increased 2% to $420 million in fiscal 2006. Franchise comparable sales increased in the
United States and Canada and Latin America segments and decreased in the EMEAJAPAC segmeni during fiscal
2006. In addition, 326 new franchise restaurants were opened since June 30, 2005, inciuding 277 new intcrnational
franchise restaurants. Partially offsetting these factors was the elimination of royalties from 360 franchise
* restaurants that were closed or acquired by us, primarily in the United States and Canada. In fiscal 2005, franchise
revenues increased 14% to $413 million, primarily as a result of improved sales at franchise restaurants in all
segments.

In the United States and Canada, franchise revenues decreased 1% to $267 mitlion in fiscal 2006, primarily as &
result of the elimination of royalties from 278 franchise restaurants that were closed or acquired by us, partially
offset by positive franchise comparable sales. In fiscal 2003, franchise revenues increased 15% to $269 million,
primarily as a result of the implementation of our menu, marketing and operational excellence initiatives and the
improved financial condition of our franchise system. In addition to increased royalties from improved franchise
restaurant sales, we recognized $3 million of franchise revenues not previously recognized in United States and
Canada in fiscal 2005, compared to $17 million of franchise revenues not recognized in fiscal 2004. Partially
offsetting these factors was the elimination of royalties from franchise restaurants that were closed or acquired by us
in fiscal 2005.

Our EMEA/APAC franchisees opened 125 new franchise restaurants (net of closures) since June 30, 2005
resulting in a 4% increase in franchise revenues 10 $119 million in fiscal 2006. In fiscal 2005, our franchise¢s
opened 64 new franchise restaurants (net of closures) in EMEA/APAC which, along with positive franchise
comparable sales, resulted in a 13% incréase in franchise revenues to $114 million.

Latin America franchise revenues increased 13% to $34 million during fiscal 2006 as a result of 71 new
franchise restaurants (net of closures) since June 30, 2005 and positive franchise comparable sales. iIn fiscal 2003,
franchise revenues increased 17% to $30 million, as a result of 53 new (ranchise restaurants (net of closures) and
positive franchise comparable sales.

Property Revenues

Propenrty revenues decreased by 7% to $112 million in fiscal 2006, as a result of a decrease in the number of
properties that we lease or sublease to franchisees due to franchise restauranis that were closed or acquired by us,
partially offset by higher contingent rent payments. In fiscal 2005, property revenues increased 3% to $120 million.

In the United States and Canada, property revenues were $83 million in fiscal 2006 and fiscal 2005, primarily
as a result of higher contingent rent payments from increased franchise restaurant sales, offset by the effect of
franchise restaurants leased to franchisees that were closed or acquired by us. In fiscal 2005, property revenues
increased 1% to $83 million primarily because fiscal 2004 property revenues in the United States and Canada
excluded $5 million of property revenues not recognized, partially offset by $3 million of revenues recognized in
connection with finalizing our purchase accounting allocations.

Our EMEA/APAC property revenues decreased $8 million to $29 million, primarily as a result of the closure of
franchise restaurants in the U.K. and the reclassification of property income on certain properties that were leased or
subleased to non-restaurant businesses after restaurant closures. The property incotne on these properties is treated
as a reduction in retated propenty expenses rather than revenue. In fisca) 2005, property revenues increased 5% to
$37 mitlion.
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Operating Costs and Expenses
Food, Paper and Product Costs

Food, paper and product costs increased 8% to $470 million in fiscal 2006, primarily as a result of an 8%
increase in company restaurant revenues, As a percentage of company restaurant revenues, food, paper and product
costs decreased 0.1% 10 31.0%, primarily due to reduced beef and cheese prices in the United States, partially offset
by increased beef prices in Europe. In fiscal 2005, food, paper and product costs increased 12% to $437 million,
primarily as a result of a 10% increase in company restaurant revenues. As a percentage of company restaurant
revenues, food, paper and product costs increased 0.5% 10 31.1% in fiscal 2005, primarily as a result of increases in
the price of beef in the United States.

[n the United States and Canada, food, paper and product costs increased 9% to $325 million in fiscal 2006,
primarily as a result of a 12% increase in company restaurant revenues. Food, paper and product costs decreased
0.6% 10 31.5% of company restaurant revenues, primarily due to reduced beef and cheese prices. In fiscal 2005,
food, paper and product costs increased 16% to $297 million, primarily as a result of a 15% incrense in company
restaurant revenues. As a percentage of company restaurant revenues, food, paper and product costs increased 0.3%
to 32.1% in fiscal 2003, primarily as a result of increases in the price of beef.

1n EMEA/APAC, food, paper and product costs increased 2% to $125 million in fiscal 2006, primarily as a
result of increased beef prices in Europe, partially offset by a 2% decreasc in company restaurant revenues and
favorable foreign currency exchange rates. Food, paper and product costs increased 1.2% to 29.2% of company
restaurant fevenues, primarily as a result of the increased beef prices in Europe. In fiscal 2005, food, paper and
product costs increased 2% to $122 million in EMEA/APAC, primarily as a result of a 1% increase in company
restaurant revenues.

In Latin America, food, paper and product costs increased 11% in fiscal 2006, primarily as a result of a 14%
increase in company restaurant revenues. In fiscal 2005, food, paper and product costs increased 7% to $18 million,
primarily as a result of an 8% increase in company restaurant revenues.

Payroll and Employee Benefits

Payroll and employee benefit costs increased 7% to $446 million in fiscal 2006. Payroll and employee benefit
costs decreased 0.1% to 29.4% of company restaurant revenues in fiscal 2006 compared to 29.5% in fiscal 2005.
Payroll and employee benefit costs have continued to increase as a result of increases in wages and other costs of
labor, particularly health insurance, as well as an increase in the number of company restaurants. Panially offsetting
these increased costs was a reduction in the labor required to operate our restaurants, due 10 our operational
excellence programs and operational efficiency programs implemented in Evrope. In fiscal 2005, payroll and
employee benefit costs increased 9% to $415 million, as a result of increased wages, health insurance and training
expenses, as well as the acquisition of franchise restaurants in fiscal 2003. Payroll and employee benefit costs
decreased 0.4% to 29.5% of company restaurant revenues in fiscal 2005 as higher costs of wages and health
insurance benefit were more than offset by increasing restaurant sales and efficiency gains from our operational
exceltence programs to reduce the labor required 1o operale our restaurants.

In the United States and Canada, payroll and employee benefit costs increased 13% to $312 million in fiscal
2006, primarily as a result of the acquisition of 40 frunchise restaurants (net of refranchisings) and increased wages
and health insurance benefit cosis. Payroll and employee benefit costs increased 0.3% to 30.2% of company
restaurant revenues. In fiscal 2005, payroll and employee benefit costs increased 12% to $276 million, primarily as
a result of the acquisition of franchise restaurants and increased wages and health insurance benefit costs. Payroll
and employee benefit costs were 29.9% of company restaurant revenues, compared to 30.8% in fiscal 2004,
primarily as a result of leveraging payroll costs from increased sales and efficiency gains resulting from our
operational improvement initiatives,

In EMEA/APAC, payroll and employee benefit costs decreased 5% to $127 million in fiscal 2006, primarily as
a result of favorable foreign currency cxchange rates. Payroll and employee benefit costs decreased 1.1%1029.7%
of company restaurant revenues in EMEA/APAC. In fiscal 2005, payroll and employee benefit costs increased 3%
to $134 million, primarily as a result of new company restaurants in Germany and increased wages and benefit
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costs. Payroll and employee benefit costs were 30.8% of company restaurant revenues in EMEA/ APAC, compared
10 30.3% in fiscal 2004,

In Latin America, where labor costs are Jower than in the United States and Canada and EMEA/APAC
segments, payroll and employee benefit costs increased 17% to 37 million in fiscal 2006, primarily as a result of
nine new company restaurant openings since June 30, 2005. Payroll and employee benefit costs increased 0.9% 1o
12.5% of company restaurant revenues in Latin America. In fiscal 2005, payroll and employee benefit costs
increased 12% to $6 million, primarily as a result of new company restaurants. Payroll and employee benefit costs
were 11.4% of company restaurant revenues in Latin America in fiscal 2005, compared to 11.0% in fiscal 2004.

Y

Occupancy and Other Operating Costs

Occupancy and other operating costs increased 11% to $380 million in fiscal 2006. Qccupancy and other
operating costs were 25.1% of company restaurant revenues in fiscal 2006 compared 10 24.4% in fiscal 2005. These
increases are primarily altributable to the acquisition of franchise restaurants and increased utility costs. Occupancy
and other operating costs increased 9% to $343 million in fiscal 2005, primarily as a result of the acquisition of
franchise restaurants and increases in costs such as rents and utilities, Occupancy and other operaling costs were
24.4% of company restaurant revenues in fiscal 2005 compared to 24.6% in fiscal 2004, primarily because of sales
growth.

In the United States and Canada, occupancy and other operating costs increased to 24.1% of company
restaurant revenues in fiscal 2006 compared to 23.6% in fiscal 2005, primarily as a result of increased utility and
restaurant supply costs. In fiscal 2005, occupancy and other opernting costs were 23.6% of company restaurant
revenues compared to 26.1% in fiscal 2004, primarily as a result of leveraging base rents from increased sales.

In EMEA/APAC, occupancy and other operating costs increased to 27.3% of company restaurant revenues in
fisca) 2006 compared to 26.1% in fiscal 2005, as a result of decreased restaurant sales, increased utilities in the
segment and increased rents in the U.K., partially offset by the closure of certain restaurants with higher than
average restaurant rents. In fiscal 2005, occupancy and other operating costs were 26.1% of company restaurant
revenues compared to 22.9% in fiscal 2004, primarily as a result of increased rents and utilities in the UK, and
adjustments we recorded in fiscal 2004 when we finalized our purchase accounting allocations.

In Latin America, occupancy and other operating costs increased to 25% of company restaurant revenues in
fiscal 2006 from 21.6% in fiscal 2005, primarily as a result of a decrease in comparable sales and increased utility
costs, [n fiscal 2003, occupancy and other operating costs were 21.6% of company restaurant revenues compared to
13.7% in fiscal 2004, primarily as a result of increased utility costs and adjustments we recorded in fiscal 2004 when
we finalized our purchase accounting allocations,

Selling, general and administrative expenses

Sclling, general and administrative expenses increased by $1 million 10 $488 million during fiscal 2006.
Genera! and administrative expenses increased $17 million to $416 million, while selling expenses decreased
316 million to $72 million.

Qur fiscal 2006 general and administrative expenses included $34 million of compensation expense and taxes
related to the compensatory make-whole payment, $10 million in expenses associated with the realignment of our
European and Asian businesses and $5 million of executive severance expense. Additionally, our acquisition of 44
franchise restaurants (net of refranchisings) resulted in increased general and administrative expenses related to the
management of our company restaurants. Partially offsetting these increased expenses was a $19 million reduction
in generai and administrative expenses related to franchise system distress and our global reorganization costs in
fiscal 2006.

The 316 million decrease in selling expenses in fiscal 2006 is primarily attributable to & $14 mitlion decrease in
incremental advenising expense compared to fiscal 2005 resulting from franchisee non-paymem of adventising
contributions. Partially offsetting this reduction were incremental advertising expenses for company restaurants
opened or acquired in fiscal 2006.
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In fiscal 2005, selling, general and administrative expenses increased $13 million to 3487 million, General and
administrative costs increased 10% to $399 million, while selling expenses decreased 21% to $88 million.

General and administrative expenses included $29 million and $33 million of costs associated with the FFRP
program’s administration and severance and consulting fees incurred in connection with our global reorganization
in fiscal 2005 and fiscal 2004, respectively. Qur fiscal 2005 general and administrative cost increases also included
$14 million of incremental incentive compensation as a result of improved restaurant operations and our improved
financial performance, as well as $7 million of increased costs associated with operational excellence initiatives,
Our remaining general and administrative expense increases in fiscal 2005 were attributable to the acquisition of
franchise restaurants and increases in restaurant operations and business development teams, particularly in EMEA/
APAC where our general and administrative expenses increased by $18 million in fiscal 2005.

The decrease in selling expenses is attributable to a decrease in advertising expense and bad debt expense. Our
bad debt expense decreased to $1 million in fiscal 2005 from $11 million in fiscal 2004 and our incremental
advenising expense resulting from franchisee non-payment of advertising contributions was $15 million in fiscal
2005 compared to $41 million in fiscal 2004. These improvements resulted from the strengthening of our franchise
system during fiscal 2005. Partially offsetting these reductions were incremental adventising expenses for company
restauranis opened or acquired in fiscal 2005.

Property Expenses

Property expeases decreased by $7 million 1o $57 million in fiscal 2006, as a result of a decrease in the number
of properties that we lease or sublease to franchisees, primarily due to restaurant closures and acquisition of
franchise restaurants. Additionally, the revenues from properties that we lease or sublease to non-restaurant
businesses after restaurant closures is treated as a reduction in property expenses, resulting in decreased property
revenues and expenses in fiscal 2006. Property expenses were 35% of property revenues in the United States and
Canada in fiscal 2006 compared to 36% in fiscal 2005. Our property expenses in EMEA/APAC approximate our
property revenues because most of the EMEA/APAC propesty operations consist of properties that are subleased o
franchisees on a pass-through basis.

Fees Paid to Affiliates
Fees paid 10 affiliates increased to $39 million in fiscal 2006, compared to $9 million in fiscal 2005 as a result
of the $30 million management agreement termination fee paid to the Sponsors.

- Other Operating (Income) Expenses, Net

Other operating income, net, comprised primarily of gains on property disposals and other miscellancous
items, was S2 miltion in fiscal 2006 compared o other operating expenses, net, of $34 million and $54 million in
fiscal 2005 and fiscal 2004, respectively:

Gains and losses on asset disposals are primarily related to exit costs associated with restaurant closures and

. gains and losses from sclling company restaurants to franchisees. In fiscal 2003, the United States and Canada

recorded $7 million in net losses on asset disposals compared to $6 million in fiscal 2004, EMEA/APAC recorded
$6 million in net losses on asset disposals in fiscal 2005, compared to $8 million in fiscal 2004, including a loss of
$3 million recorded in connection with the refranchising of company restavrants in Sweden.

As a result of our assessments of the net realizable value of certain third-pany debt of franchisees that we
acquired, primarily in connection with the FFRP program in the United States and Canada, we recorded $4 million
and $12 million of impairment charges related to investments in franchisee debt in fiscal 2005 and fiscal 2004,
respectively. The remaining fiscal 2004 impairment of debt investments was recorded in connection with the
forgiveness of a note receivable from an unconsolidated affiliate in Australia.

Other, net included $5 million of setilement losses recorded in connection with the acquisition of franchise
restavrants and $4 miltion of costs associated with the FFRP program in fiscal 2005 in the United States and
Canada. In fiscal 2004, other, net included $3 million of losses from unconsolidated investments in EMEAJAPAC
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and $2 million each of losses from transactions denominated in foreign currencies, property valuation reserves, and
re-branding costs related to our operations in Asia.

Income from Operations

For the
Fiscal Years
Ended
June 30,

2006 2005

Income from Operations:

United States and Canada .......... ... 0.0ttt $295 §$255
EMEASAPAC . e e e i 62 36
I T N T T T o 29 25
Unalocated. . ..t e e i et e _(216) (165)

Total Income from Operations .. ........ .. .ovviiiiierinnoennnn, $170 $151

Income from operations increased by $19 million to 3170 million in fiscal 2006, primarily as a result of
improved restaurant sales and the improved financial health of our franchise system, partially offset by the effect of
the compensatory make-whole payment and the management agreement termination fee. See Note 21 to our audited
consolidated financial statements contained in this report for segment information disclosed in accordance with
SFAS No. 131, "Disclosures about Segments of an Enterprise and Related Information” (SFAS No 131). In fiscal
2005, our income from operations increased by 378 million to $151 million, pnmanly as a result of increased
revenues and the improved financial health of our franchise system.

In the United States and Canada, income from operations increased by $40 million to $295 million in fiscal
2006, primarily as a result of increased sales and reductions in the negative effect of franchise sysiem distress, which
decreased by $33 million. The decrease in the negative effect of franchisc system distress was comprised primarily
of a $14 million reduction in incremental advertising contributions and s $12 million reduction in costs of FFRP
administration, both of which resulted from the improved financial health of our franchise system. In fiscal 2005,
income from operations increased by $140 million to $255 million, primarily as a result of increased revenucs and a
reduction in the negative effect of franchise system distress, which decreased by $72 million. This decrease was
comprised primarily of a $25 million increase in franchise and property revenue recognition, a $26 miilion
reduction in incremental advertising contributions and a $15 million reduction in reserves on acquired debt, all of
which resulted from the improved financial health of our franchise system.

Income from operations in EMEA/APAC increased by $26 million to $62 million in fiscal 2006, as a result of a
$6 million reduction in losses on property disposals, a $16 million decrease in selling, general and administrative
expenses, primarily attributable to the effects of our global reorganization and a $5 million increase in franchise
revenues, pantially offset by a $7 million decrease in margins from company restaurants driven primarily by results
in the U.K., due to decreased sales, increased beef prices and occupancy costs, including rents and utilities. In fiscal
2005, income from operations decreased by $59 million to $36 million, as a result of a number of factors, including:
(i) a $16 million decrease in margins from company restaurants, as a result of higher operaling costs, (ii) a
$12 million increase in selling, general and administrative expenses (o support growth, (iii) a 36 million increase in
expenses related to our global reorganization, (iv) $9 million of lease termination and exit costs, including $8 million
in the UK., and (v} $2 million of litigation settlernent costs in Asia.

Income from operations in Latin America increased by $4 million 1o $29 million in fiscal 2006, primarily asa
result of increased revenues. In fiscal 2005, income from operations decreased by $1 million to $25 million,
primarily as a resull of higher company restaurant expenses.

Our unallocated corporate expenses increased $51 million to $216 million in fiscal 2006, primarily as a result
of (i) the $34 million of compensation expense recorded in connection with the compensatory make-whole payment
and related taxes, (ii) the management termination fee of $30 miltion paid to the Sponsors, and (iii) $5 million of
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executive severance, partially offset by a $7 million decrease in global reorganization costs. In fiscal 2005, our
unallocated corporate expenses increased 1% to $165 million.

Interest expense, net

Interest expense, net decreased 1% to $72 million in fiscal 2006. Interest expense decreased 1% to $81 million
in fiscal 2006, as a result of our debt repayments and lower interest rates attributable to our July 2005 and February
2006 refinancings. Interest income was approximately $9 million in fiscal 2006 and fiscal 2005, as increased
interest rates offset a reduction in cash invested. In fiscal 2005, interest expense, net increased 14% to $73 million
due to higher intetest rates related to term debt and debt payable on our payment-in-kind, or PIK notes to Diageo plc
and the private equity funds controiled by the Sponsors incurred in connection with our acquisition of BKC. Interest
income was $9 million in fiscal 2005, an increase of $5 million from fiscal 2004, primarily as a result of an increase
in cash and cash equivalents due to improved cash provided by operating activities and increased interest rates on
invesiments.

Loss on early extinguishment of debt

In connection with the refinancing of our secured debt in July 2005, the incremental $350 million borrowing in
February 2006, and the prepayment of $350 million in term debt from the proceeds of our initial public offering,
$18 million of deferred financing fees were recorded as a loss on early extinguishment of debt in fiscal 2006.

Income Tax Expense

[ncome tax expense increased $22 million to $53 million in fiscal 2006. Compared to fiscal 2005, this is a 26%
increase in our effective tax rate to 66%, which is primarily awtributable to accruals for tax uncertainties of
$15 million and changes in the estimate of tax provisions of $7 million.

Net Income

Our net income decreased $20 million to $27 million in fiscal 2006, primarily due to unusual items such as
(i) $34 million of compensation expense and related taxes recorded in connection with the compensatory make-
whole payment, (ii) the $30 million termination fee related to the termination of our management agreement with
the Sponsors, (iii) the $18 million loss recorded on the early extinguishment of debt, and (iv) a $22 million increase
in income tax expense. This increase was partially offset by increased revenues and a $40 million reduction in costs
of franchise system distress and our global reorgariization.

In fiscal 2005, our net income increased by $42 million to $47 million, This improvement resulted primarily
from increased revenues, a decrease in expenses related to franchise system distress, particularly bad debt expense,
incremental advertising fund contributions and reserves recorded on acquired franchisee debt, and a decrease in
global reorganization costs.
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Quarterly Financial Data

The following table presents unaudited consolidated income statement data for each of the eight fiscal quarters in
the period ended June 30, 2007. The operating results for any quarter are not necessarily indicative of the results for
any future period. These quarterly results were prepared in accordance with generally accepted accounting principles
and reflect all adjustments that are, in the opinion of management, necessary for a fair statement of the results,

For the Quarters Ended
Jun 30, Mar 31, Dec 31, Sep 30, Jun 30, Mar 31, Dec 31, Sep N,
! 2007 2007 2006 2006 2006 2006 2005 2005
(In millions, except per sharc data)
Company resTAUIANT FEVEMUES + .+ .. o r v e e v s v s nas § 433 % 403 $ 417 5 405 § 394 5 368 § 379 § 315
Franchise revenes. . . . .. oo vt ve v i ve et e 126 109 112 113 111 100 104 105
PrOPerty TOVEMUES, . . . ..t oo nva s e e 31 27 30 28 28 27 29 28
TOla) FEVERUES . . o v vt v e v e e e in et 590 539 559° . 546 533 495 512 508
Company restaurant expenses:
Food, paper and product €osts . . ... ...... ... ... 132 120 125 122 19 14 119 118
Payroll and employee benefits. . .., .............. 129 121 123 119 116 1H 109 110
Occupancy and other operating costs . ..., ......... 108 105 103 102 100 26 93 91
Total company restavrant EXPERses . . . ..o vvuwn v uu s 369 346 351 343 335 32 2 319
Selling, general and administrative cxpenses . . .. ....... 124 115 119 n2 - 133 145 109 98
Property €Xpenses .. .. .....v v veniiaane ey 16 14 5 16 15 14 14 14
Fees paid to affiliates . .. .. ooovnve v, — - — - 31 2 3 3
Other operating expenses (income), net .. ... ..o .nu s 5 2 (1) M 3 (2) 5 2
‘Total operaling cosis and €Xpenses . . . . ..o vva o, 518 477 484 464 519 481 442 436
Income from OPerAONS. . .. v v v i i i 72 62 75 82 14 14 70 72
IntereSLEXpensEe, BBL. . ... .. v it i s 16 17 17 17 19 19 17 17
Loss on early extinguishment of debt, . .. ............ — — - ! 4 1 — 13
Income before income tax ... .. ........c0iuneein., 56 45 58 64 9) (] 53 472
InCOME 1aX eXPENSE | . . .. i e 20 1] 20 24 1 6 26 20
Net (loss) income. . ... ovtnn i iinnenrnnecannnn $ 3 §$ 34 $ 3B S 40 8 ()OO 8 (U 0§ 27 8 N
Eagnings per share:
BaASIC. o v vt e e et e e e $026 $025 $028 $030 $(008) S5¢0.11) $025 § 021
DRIt .. o e e e e $02 $025 $028 $030 $(008) SOIH $029 $020
Segment Data
Operating Income;
United States and Carlada .. ... ..., .. ... ...c.... $ 87 §$ 7B $ B4 §$ 87§ W § 67 § T4 § T8
EMEA/APAC ... ... it it e n 10 13 20 11 9 21 21
Latin AIMETICA. - - . v v v tae v ts s inrerenen 9 3 10 8 7 7 8 7
Unallocated . ......... 0 vivniiriiiianreanin (35) (34) (32) 13) (80) (69) (33) (34
Total Operating Income . . . ... e e $ 72 3 62 § 75 %8 8 § 14 % 14 8 0§ 72
Company Restauran! Revenoes:
United States and Canada .. .........ccoovivvnnn $ 281 $ 260 $ 270 §$ 271 $ 271 § 254 § 254 § 253
EMEA/APAC .. ... e i e s e 136 129 131 119 109 100 110 109
Latin America. . . ... ... vt iinei i 16 14 16 15 14 14 15 13
Total Company Restaurant Revenues, . . ............ $ 433 $ 403 § 417 § 405 $ 34 § 368 $ 379 § 375
Company Restaurant Margin:(1)
United Stetesand Canada . ....... ... ... o ounn 158% 156% 153% (43% I155% 126% 141% 142%
EMEA/APAC .. . e e 11.6% 97% 15.7% 152% 126% l15% 159% 15.3%
Lotin AMEICA . « - v v r v s e e e v et 259% 236% 288% 253% 255% 27.3% 288% 244%
Company Restavrant Margin .. ................... 148% 14.0% 159% 153% 150% 129% 15.2% 149%
Franchise Revenues:
United Statesand Canada .. ..................... $ 78 % 66 $ 0 % 70 8 W § 65 % 66 § 67
EMEA/APAC .. . . i it e 37 33 2 33 32 27 29 30
Latin AMEHCE . . . .. oo n it i i et s I 10 10 10 9 ] 9 8
Total Franchisc Revenues(2) .. ..., ... .vvvnen. $ 126 S 109 $ 112 $ 113 $ 111§ 100 § 104 § 105
Franchise Sales:
United States and Canada ... .......000iinnnnn., $2008 $1830 $1914 $1947 $1914 $1,795 $1850 $§1923
EMEA/APAC . ... . ittt iaa i 817 728 757 M 695 632 680 T08
Latin AMEICA . . - . .o vh 't ot e i et 208 193 205 194 187 172 179 168
Total Franchise Sales. . . ......... . s, $3,033  $2.751 $2876 $2914 $2,796 $2,599 $2.709 $2.799

(1) Calculated using dollars expressed in hundreds of thousands.

(2) Franchise sales represent sales at franchise restaurants and revenue to our franchisees. We do not record
franchise restaurant sales as revenues. However, our royalty revenues are calculated based on a percentage of

franchise restaurant sales.
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Restaurant sales are affected by the timing and effectiveness of our advertising, new products and promotional
programs. Our results of operations also fluctvate from quarter to quarter as a result of seasonal trends and other
factors, such as the timing of restaurant openings and closures and our acquisition of franchise restaurants, as well as
variability of the weather. Restaurant sales are typically higher in our fourth and first fiscal quarters, which are the
spring and summer months when weather is warmer, than in our second and third fiscal quarters, which are the fall
and winter months. Restaurant sales during the winter are typically highest in December, during the holiday
shopping scason. Our restaurant sales and company restaurant margins are typically lowest during our third fiscal
quarter, which occurs during the winter months and includes February, the shortest month of the year.

New restaurants typically have lower operating margins for three months after opening as a result of start-up
expenses. Similarly, many franchise restaurants that we acquire are under-performing and continue to have lower
margins before we make operational improvements. The timing of new restaurant openings has not caused a
material fluctuation in our quarterly results of operations. However, we acquired 49 franchise restaurants (net of
refranchisings) in fiscal 2007, which resulted in increased revenues and operating expenses in fiscal 2007 compared
to fiscal 2006.

Quarterly results were impacted by timing of cxpenses and charges which affect comparability of results. The
impact of these items during each quarter for fiscal 2007 and fiscal 2006 was as follows:

For the Quarters Ended

Jun30, Mar3), Dec3l, Sep30, Jun30, Mar ), Decdl, Sep 3,
2007 2007 2006 1006 2006 2006 2005 2005

Selling, general and administrative
Franchise system distress impact(a). . .  $— $— 5— — 3 3 $ome $1

Global reorganization and
realignment .................. —_ —

Compensatory make-whole payment . . — -
Executive severance ., . ........... — —

Total effect on SG&A . ... ........ — — -
Fees paid to offiliates

Management fee. ................ — —_ _—

Management termination fee. . ...... — — —

Total fees paid to affiliates . . . ... .. —_ — — K] |

Other operating (income) expenses
(“OIE"), net
Termination of global headquarters
lease ... ii i

Franchise system distress impact(b) . . —

Total effect on OIE, net . ... ......

Total effect on income from
operations . . . ................

1
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Interest on $350 million loan repaid at
IPO. ... . i

Loss on early extinguishment of debt. .

[1 |
I
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- o
l1 |
|~

[#% ]

Total effect on Income before
fncometaxes.................

I
It
I
12
[}3

(a) Represcnts bad debt expense (recoveries), incremental advertising contributions and the internal and extemal
costs of FFRP program administration.

(b) Represents (recoveries) reserves on acquired debt, net and other items included within operating (income)
expenses, net.
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Cormparable sales growth for each of the quarters in the fiscal years ended Jure 30, 2007 and 2006 was as
follows:

For the Quarters Ended

Jun30, Mard, Dec3), Sep3d, Jund0, Mardl, DecM, Sepl0,
2007 2007 2006 . 2006 2006 2006 2005 2005
{In constant currencies)
Comparable Sales Growth:
United States and Caneda ... 4.8% 2.6% 4.4% 26% 20% 49% 23% 1%
EMEA/APAC ............ 4.1% 53% 1.7% 1.1% 02% (049)% 13% (0N%D

Latin America,........... 1.5% 2.7% 4.1% 6.1% 5.0% 1.5% 1.6% 1.5%
Total Worldwide ........ 4.4% 3.2% 311% 2.4% 1.7% 3.3% 2.0% 0.7%

Liquidity and Capital Resources
Overview

Cash provided by operations was $117 million in fiscal 2007, compared to cash provided by operations of
$74 million in fiscal 2006.

During fiscal 2007, we retired $125 million in debt, Our leverage ratio, as defined by our credit agreement, was
2.1x as of June 30, 2007, compared 10 2.6x as of June 30, 2006. By lowering our leverage raiio, the interest rate on
our Term Loan A of our senior secured credit facility decreased by 50 basis points. During the first quarter of fiscal
2008, we retired an additional $25 million in debt.

During fiscal 2007, we declared and paid two qum;tcrl y dividends of $0.0625 per share, resulting in $17 million
of cash payments 1o shareholders of record. During the first quarnter of fiscal 2008, we declared a quarterly dividend
of $0.0625 that is payable on September 28, 2007 to shareholders of record on September 14, 2007.

We had cash and cash equivalents of $170 miltion as of June 30, 2007. In addition, as of June 30, 2007, we had
aborrowing capacity of $120 million under our $130 million revolving credit facility (net of $30 million in letters of
credit issued under the revolving credit facility).

We expect thar cash on hand, cash flow from operations and our borrowing capacily under our revolving credit
facility will allow us to meet cash requirements, including capital expenditures, tax payments, dividends and share
repurchases, if any, and debt service payments, in the short-term and for the foreseeable future. If additional funds
are needed for strategic iniliatives or other corporate purposes, we believe we could incur additional debt or raise
funds through the issuance of our equity securities.

Comparative Cash Flows
Operating Activities

Cash provided by operating activities was $117 million and $74 million in fiscal 2007 and 2006, respectively.
The $117 million provided in fiscal 2007 includes net income of $148 million, offset by a usage of cash fromn a
change in working capital of $112 million, including tax payments of $151 million, which were primarily
comprised of payments of $82 million made in connection with the operational realignment of our European and
Asian businesses and $37 million of quarterly estimated U.S. federal and state tax payments, The $74 million
provided in fiscal 2006 inciudes an interest payment to affiliates of $103 million on PIK notes and a usage of cash
from a change in working capital of $29 million.

Investing Activities

Cash used for investing activities was $84 million in fiscal 2007, compared to $74 million in fiscal 2006. The
$10 million increase in the amount of cash used in fiscal 2007, compared to the prior fiscal year, was due primarily
to an increase in cash used of $13 million for acquisitions of franchise restaurants, investments in third party debt,
and payments for property and equipment offset by an increase in proceeds of $4 million from asset disposals and
restaurant closures.




Capital expenditures include costs to open new company restausants, to remodel and maintain restaurant
properties to our standards and to develop our corporatc infrastructure, particularly in information technology. The
following table presents capital expenditures by type of expenditure:

For the
Fiscal Years Ended
June 30,

007 2006 2008
(In mililons)

NEW TESLAUMAIIS . . . . v\ v ees v e e e st a s iasnana e st naanssnsansasesnss $23  $25 §26
Real estate PUrchases. . .. ..o vuve v s cnen ot — 6 5
Maintenance COPHAL. . . .o i i n e 47 40 44
Other, including COTPorate . .. ... .cvvv v innrrrnonns e 17 14 18

o7 S T e $87 385 §93

Maintenance capital typically ranges from $10,000 to $15,000 per restaurant per year, and includes reno-
vations to company restaurants, including restaurants acquired from franchisees, investments in new equipment and
normal annual capital investments for each company restaurant to maintain its appearance in accordance with our
standards. Maintenance capital also includes invesiments in improvements to propertics we lease and sublease to
franchisees, including contributions we make toward improvements completed by franchisees. Other capital
expenditures include investments in information technology systems, as well as investments in technologies for
deployment in restaurants, such as point-of-sale software.

We expect capital expenditures of approximately $120 to $150 million in fiscal 2008 to develop new
restaurants and remodel and rebuild existing restaurants and for maintenance capital, acquisitions, new equipment
initiatives, IT initiatives and other corporate expenditures.

Financing Activities

Financing activities used cash of $127 million in fiscal 2007 and $173 million in fiscal 2006. Uses of cash in
financing activities in fiscal 2007 primarily consisted of repayments of debt and capital leases of $131 million, two
quanerly cash dividend payments totaling $17 million and the purchase of treasury stock of $2 million, offset by
$14 million in tax benefits from stock-based compensation, $8 million from proceeds of stock-option exercises and
$1 million of proceeds from a foreign credit facility. Uses of cash in financing activities in fiscal 2006 included the
repayment of $2.3 billion in long-term debt and capital leases, payment of a $367 million cash dividend and payment
of financing costs of $19 million, offset by $2.1 billion of proceeds received from the refinancing of our credit facility.

Contractual Obligations and Commitments

The following table presents information relating to our contractual obligations as of June 30, 2007:
Payment Due by Period

Less Than More Than
Contractup) Obligations Total 1 Year 1-3 Years  3-5 Years 5 Years
(In millions)

Capital lease obligations . ............. $ 140 $ 14 327 $ 25 $ 74
Operating lease obligations ............ 1,423 160 284 242 73
Long-term debt, including current portion

andinterest(1) . ....... ... . 1,137 60 191 8§36 -_
Purchase commitments(2) ............. 97 58 28 11 —_

Total . .. i e $2,797 $292 $530 $1,164 $3811

(1) We have estimated our interest payments based on (i) projected LIBOR rates, (ii) the portion of our debt we
converted 1o fixed rates through interest rate swaps and (iii) the amortization schedule of the debt.

L
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(2) Includes commitmenis to purchase advertising and other marketing services from third parties in advance on
behalf of the Burger King system and obligations related to information technology and service agreements,

As of June 30, 2007, we leascd 1,087 properties to franchisces and other third parties. As of June 30, 2007, we
also leased land, buildings, office space and werehousing under operating leases, and leased or subleased land and
buildings that we own or lease, respectively, to franchisees under operating leases. In addition to the minimum
obligations included in the table above, contingent rentals may be payable under certain leases on the basis of a
percentage of sales in excess of stipulated amounts. See Note 16 to our audited consolidated financial starements in
Part U1, liem 8 of this Form 10-K for further information about our leasing arrangements.

As of June 30, 2007, the projected benefit obligation of our U.S. and intemational defined benefit pension
plans exceeded pension assets by $47 million and the projected benefit obligation of cur U.S. medical plan
exceeded plan assets by $22 million, We use the Meody’s long-term corporate bond yield indices for Aa bonds
("*Moody’s Aa rate™), plus an additional 235 basis points to reflect the longer duration of our plans, as the discount
rate used in the calculation of the projecied benefit obligation as of the measurement date. We made contributions
totaling $4 million into our pension plans and estimated benefit payments of $6 million out of these plans during
fiscal 2007. Estimates of reasonably likely future pension contributions are dependent on pension asset perfor-
mance, future interest rates, future tax law changes, and future changes in regulatory funding requirements.

In November 2005, we announced the curtaiiment of our pension plans in the United States and we froze future
pension benefit accruals, effective December 31, 2005. These plans will continue to pay benefits and invest plan
assets. We recognized a one-time pension cuniailment gain of approximately $6 million in December 2003. In
conjunciion with this curtailment gain, we accrued a contribution totaling $6 million as of December 31, 2005, on
behalf of those pension participants who were affected by the curtailment. The curtailment gain and contribution
offset each other to result in no net effect on our results of operations.

Other Commercial Commitments and Off-Balance Sheet Arrangements
Franchisee Restructuring Program

In connection with the FFRP program, which was completed as of December 31, 2006, we have made potential
commitments to fund loans to certain franchisees for the purpose of: remodeling restaurants; remodeling certain
properties we lease or sublease to franchisees; providing temporary rent reductions to certain franchisees; and
funding shortfalls in certain franchisee cash flow beyond specified levels (to annual and aggregate maximums). As
of June 30, 2007, our remaining commitments under the FFRP program totaled $26 million, which we may incur.
These arrangements expire over the next 17 years.

Guarantees

We guarantee certain lease payments of franchisees arising from leases assigned in connection with sales of
company restaurants to franchisees, by remaining secondarily liable under the assigned leases of varying terms, for
base and contingent rents. The maximum contingent rent amount is not determinable as the amount is based on
future revenues. In the evem of default by the franchisees, we have typically retained the right to acquire possession
of the related restavrants, subject to landlord consent. The aggregate comiingent obligation arising from these
assigned lease guarantees was $112 million as of June 30, 2007, expiring over an average period of seven years.

Other commitments arising out of normal business operations were $14 million and $10 million as of June 30,
2007 and 2006, respectively. These commitments consist primarily of guarantees covering foreign franchisees’
obligations to suppliers and acquisition-refated guarantees.

Letters of Credit

As of June 30, 2007, we had $30 million in imevocable standby letters of credit outstanding, which were issued
primarily to certain insurance carriers to guarantee payment for various insurance programs such as health and
commercial liability insurance. As of June 30, 2007, nonc of these irevocable standby letters of credit had been
drawn upon. As of June 30, 2007, we had posted bonds totaling $2 million, which related to certain utility deposits.
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Vendor Relationships

In fiscal 2000, we entered into long-term, exclusive contracts with The Coca-Cola Company and with
Dr Pepper/Seven Up, Inc. to supply company and franchise restaurants with their products and obligating Burger
King restaurants in the United States to purchase a specified number of gallons of soft drink syrup. These volume
commitmenits are not subject to any time limit. As of June 30, 2007, we estimate that it will take approximately
15 years to complete the Coca-Cola and Dr Pepper purchase commitments, respectively. In the cvent of early
termination of these arrangements, we may be required to make termination payments that could be material to our
results of operations and financial position. Additionaily, in connection with these contracts, we have received
upfront fees, which are being amortized over the term of the contracts. As of June 30, 2007 and 2006, the deferred
amounts lotaled $21 million and $23 million, respectively. Thesc deferred amounts are amortized as a reduction to
food, paper and product costs in the accompanying consolidated statements of operations.

Other

We have insurance programs with deductibles ranging between $500,000 to $1 million to cover claims such as
workers' compensation, general liability, automotive liability, executive risk and property. We are self-insured for
healthcare claims for eligible participating employees. We determine our liability for claims based on actuarial
analysis. As of June 30, 2007, we had a balance of $37 million in accrued liabilities to cover such claims.

We have claims for centain years that are insured by a third party carricr, which was insolvent as of June 30,
2007. During the first quarter of fiscal 2007, we entered into a novation agreement whereby the insolvent carrier was
replaced by another third party carrier which has taken over the administration of pending and potential claims for
these years,

Impact of inflation

We believe that our results of operations are not materially impacted by moderate changes in the inflation rate.
Inflation and changing prices did not have a material impact on our operations in fiscal 2007, fiscal 2006 or fiscal
2005. Severe increases in inflation, however, could affect the global and U.S. economies and could have an adverse
impact on our business, financial condition and results of operations.

Critical accounting policies and estimates

This discussion and analysis of financia! condition and results of operations is based on our censolidated
financial statements, which have been prepared in accordance with U.S. generally accepted accounting principles.
The preparation of these financial siatements requires our management to make estimates and judgments that affect
the reported amounts of assets, liabilities, revenues, and expenscs, as well as related disclosures of contingent assets
and liabilities. We evaluate our estimates on an ongoing basis and we base our estimates on historical experience
and various other assumptions we deem reasonable to the situation. These estimates and assumptions form the basis
for making judgments about the carrying values of assets and liabilities that are not readily apparent from other
sources. Changes in our estimates could materially impact our results of operations and financial condition in any
particular peried.

We consider our critical accounting policies and estimates to be as follows based on the high degree of
judgment or complexity in their application:
Business combinations and intangible assels

The December 2002 acquisition of our predecessor required the application of the purchase method of
accounting in accordance with SFAS No. 141. The purchase method of accounting involves the allocation of the
purchase price to the estimated fair values of the asscts acquired and liabilities assumed. This allocation process
involves the use of estimates and assumptions to derive fair values and to complete the aliocation.

In the event that actual results vary from any of the estimates or assumpiions used in any valuation or allocation
process under SFAS No. 141, we may be required to record an impairment charge or an increase in depreciation or
amortization in future periods, or both. .
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Long-lived assets

Long-lived assets (including definite-lived intangible assets} are reviewed for impairment at least annually or
more frequently if events or changes in circumstances indicate that the carrying amount of an asset may not be
recoverable. Assets are prouped for recognition and measurement of impairment at the lowest leve! for which
identifiable cash flows are largely independent of the cash flows of other assets. Assets are grouped together for
impairment testing at the operating market level (based on geographic areas) in the case of the United States,
Canada, the U.K. and Germany. The operating market asset groupings within the United States and Canada are
predominantly based on major metropolitan areas within the United Stales and Canada. Similarly, operating
markets within the other foreign countries with larger asset concentrations (the U.K. and Germany) are made up of
geographic regions within those countries (three in the UK, and four in Germany). These operating market
definitions are based upon the following primary factors:

+ management views profitability of the restaurants within the operating markets as a whole, based on cash
Nows generated by & portfolio of restaurants, rather than by individual restaurants and area managers reccive
incentives on this basis; and

» management does not evaluate individual restaurants to build, acquire or ¢close independent of any analysis
of other restaurants in these operating markets.

In countries in which we have a smaller number of restaurants (The Netherlands, Spain, Mexico and China),
most operating functions and advertising are performed at the country level, and shared by all restaurants in the
country. As a result, we have defined operating markets as the entire country in the case of The Netherlands,
Spain, Mexico and China.

" Some of the evenis or changes in circumstances that would trigger an impairment review in¢lude, but are not
limited to:

» significant under-performance relative to expected and/or historical results (negative comparable sales or
cash flows for two years);

» significant negative industry or economic trends; or
* knowledge of transactions invelving the sale of similar property at amounts below our carrying value.

When assessing the recoverability of our long-lived assets, we make assumptions regarding estimated future
cash flows and other factors. Some of these assumptions involve a high degree of judgment and also bear a
significant impact on the asscssment conclusions. Included among these assumptions are estimating future cash
flows, including the projection of comparable sales, restaurant operating expenses, and capital requirements for
property and equipment. We formulate estimates from historical experience and assumptions of future perfor-
mance, based on business plans and forecasts, recent economic and business trends, and competitive conditions. In
the event that our estimates or related assumptions change in the future, we may be required to record an impairment
charge in accordance with SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets”.

Impairment of indefinite-lived intangible assets

Indefinite-lived intangible assets consist of values assigned to brands which we own and goodwill recorded
upon acquisitions. The most significant indefinite-lived intangible asset we have is our brand asset with a carrying
book value of $906 million as of June 30, 2007. We test our indefinite-lived intangible assets for impairment on an
annual basis or more ofien if an event occurs or circumstances change that indicates impairment might exist. Our
impairment test for indefinite-lived imangible assets consists of a comparison of the fair value of the asset with its
carrying amount in each segment, as defined by SFAS No. 131, which are the United States and Canada, EMEA/
APAC, and Latin America. When assessing the recoverability of these assets, we make assumptions regarding
estimated future cash flow similar to those when testing long-lived assets, as described above, In the event that our
estimates or related assumptions change in the future, we may be required te record an impairment charge in
accordance with SFAS No. 142, "Goodwill and QOther Intangible Assets”.
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Reserves for uncollectible accounts and revenue recognition

We collect royalties, advertising fund contributions and, in the case of approximately 11% of our franchise
restaurants, rents, from franchisees. We recognize revenue that is estimated to be reasonably assured of collection,
and also record reserves for estimated uncollectible revenues and advertising contributions, based on monthly
reviews of franchisee accounts, average sales trends, and overall economic conditions. In the cvent that franchise
restaurant sales decline, or the financial health of franchisees otherwise deteriorate, we may be required to increase
our reserves for uncollectible accounts and/or defer or not recognize revenues, the collection of which we deem to
be less than reascnably assured.

Accounting for income taxes

We record income tax liabilities utilizing known obligations and estimates of potential obligations. A deferred
tax asset or liability is recognized whenever there are futurc tax effects from existing temporary differences and
operating loss and tax credit carry-forwards. When considered necessary, we record a valuation allowance to reduce
deferred tax assets to the balance that is more likely than not to be realized. We must make estimates and judgments
on future taxable income, considering feasible tax planning strategies and taking into account existing facts and
circumstances, to determine the proper valuation allowance. When we determine that deferred 1ax assets could be
realized in greater or lesser amounts than recorded, the asset balance and income statement reflect the change in the
period such determination is made. Due to changes in facts and circumstances and the estimates and judgments that
are involved in determining the proper valuation allowance, differences between actual future events and prior
estimates and judgments could result in adjusiments to this valuation allowance.

We use an estimate of the annual effective tax rate at each interim period based on the facts and circumstances
available at this time, while the actua) effective tax rate is calculated at fiscal year-end.

" Insurance reserves

We carry insurance to cover claims such as workers’ compensation, general liability, automative liability,
executive risk and property, and we are self-insured for healthcare claims for eligible participating employees.
Through the use of insurance program deductibles (ranging from $0.5 million 10 $1 million) and self insurance, we
retain a significant portion of the expected losses under these programs. Insurunce reserves have been recorded
_ based on our estimates of the anticipated vltimate costs to settle all claims, both reported and incurred-but-not-
reported (IBNR).

Our accounting policies regarding these insurance programs include judgments and independent actuarial
assumptions about economic conditions, the frequency or severity of claims and claim development patierns and
claim reserve, management and settlement practices. Since there are many estimates and assumptions involved in
recording insurance reserves, differences between actual future events and prior estimaies and assumptions could
result in adjustments lo these reserves.

Stock-based compensation

Stock based compensation expense for non-qualified stock oplicns (NQO’s) is estimated on the grant daie
using a Black-Scholes option pricing model. Our specific weighted- average assumptions for the risk-free interest
rate, expecied term, expected volatility and expected dividend yield are documented in Note 4 to our audited
consolidated financial statements included in Part 1I, Item 8 of this Form 10-K. Additionally, under SFAS No. 123
(revised 2004), “Share-Based Payment” (“SFAS 123R"), we are required to estimate pre-vesting forfeitures for
purposes of determining compensation expense to be recognized. Future expense amounts for any quarterly or
annual period could be affected by changes in our assumptions or changes in market conditions.

1n connection with the adoption of SFAS No. 123R, we have determined the expected term using the simplified
method for “plain vanilla” options as discussed in Section D, Certain Assumptions Used in Valuation Methods, of
SEC Staff Accounting Bulletin No. 107. Based on the results of applying the simplified method, we have
determined that 6.25 years is an appropriate expected term for awards with four-year ratable vesting and 6.50 years
for awards with five-year ratable vesting.
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We became a public company under SFAS No. 123R on February 16, 2006 when we filed our Registration
Statement on Form S-1 with the SEC (sce Note 3 1o our audited consolidated financial statements included in Part 11,
ftem 8 of this Form 10-K). Prior to this date, we applied the minimum value method, as permitted under SFAS 123
“Accounting for Stock-Based Compensation” (“SFAS No. 123™), 1o calculate the grant date fair value of our NQO's
vsing the Black-Scholes option pricing mode] for pro forma stock based compensation disclosure. Under the
minimum value method, zero volatility was assumed in the price of our common stock. Subsequent to February 16,
2006, in accordance with SFAS No. i23R, we have used a volatility assumption in the option pricing model 1o
calculate the grant date fair value of NQO’s granted since that date. However, as a newly public company, we have
limited historical data on the price of our publicly traded common stock and other financial instruments. Therefore,
as permitted under SFAS No. 123R, we have elected to base our estimate of the expected volatility of our common
stock on the historical volatility of a group of our peers whose share prices are publicly available, Based on Ihis peer
group, the weighted average volatility used in the determination of the fair value of our NQO'’s for fiscal 2007 was
33%.

New Accounting Pronouncements Issued But Not Yet Adopted

In June 2006, the FASB issued FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes”
(“FIN 48"). FIN 48 clarifies the accounting for uncertainty in income taxes recognized in an enterprise’s financial
statements in accordance with SFAS No, 109, FIN 48 prescribes a recognition threshold and measuremnent attribute
for the financial staternent recognition and measurement of a tax position taken or expected to be taken in a tax
return. The evaluation of a tax position in accordance with FIN 48 is a two-step process. The first step is (o
determine whether it is more-likely-than-not that a tax position will be sustained upon examination based on the
technical merits of the position. The second step is the measurement of any tax positions that meet the more- likely-
than-not recognition threshold to determine the amount of benefit to recognize in the financial statements. The tax
position is measured at the largest amount of benefit that is greater than 50 percent likely of being realized upon
ultimate sertlement. FIN 48 is effective for fiscal years beginning after December 15, 2006, which for us was July 1,
2007. We are cumently evaluating the impact that FIN 48 may have on our statements of operations and statement of
financial position. Thus far, our evaluation does not reflect any material adjustments.

In September 2006, the FASB issued Statement of Financial Accounting Standards No. 157, “Fair Value
Measurements” (“FASB No. 157") which defines fair value, establishes a framework for measuring fair value in
GAAP, and enhances disclosures about fair value measurements. FASB No. 157 applies when other accounting
pronouncements require fair value measurements; it does not require new fair value measurements. FASB No. 157
is effective for fiscal years beginning after November 15, 2007, which for us will be our 2009 fiscal year. We are
currently evaluating the impact that FASB No. 157 may have on our statements of operations and financial position.

In February 2007, the FASB issued Statement of Financial Accounling Standards No. 159, “The Fair Value
Option for Financial Assets and Financial Liabilities” (“FASB No. 159™), which allows entities to voluntarily
choose, at specified election dates, to measure certain financial assets and financial habilities (as well as certain
nonfinancial instruments that are similar 1o financia! instruments) at fair value (the “fair value option™). The election
is made on an instrument-by-instrement basis and is imevocable. If the fair value option is elected for an instrument,
FASB No. 159 specifies that all subsequent changes in fair value for that instrument must be reported in earnings,
FASB No. 159 is effeciive as of the beginning of an entity’s first fiscal year thut begins afier November 15, 2007,
which for us will be our fiscal year beginning July 1, 2008. We do not expect the impact lhal FASB No. 159 may
have on our statements of operations and financial position to be materigl.

ltem 7A, Quantitative and Qualitative Disclosures About Market Risk

Market Risk

We are exposed to financial market risks associated with foreign currency exchange rates, interest rates and
commodity prices. In the normal course of business and in accordance with our policies, we manage these risks
through a variety of strategies, which may include the use of derivative financial instruments to hedge our
underlying exposures. Our policies prohibit the use of derivative instruments for trading purposes, and we have
procedures in place to monitor and control their use. :

72

_




Foreign Currency Exchange Risk

Movements in foreign currency exchange rates may affect the translated valuc of our carings and cash flow
associated with our foreign operations, as well as the translation of net asset or liability positions that are
denominated in foreign cummencies. In countries outside of the United States where we operate company restaurants,
we pencrate revenues and incur operating expenses and selling, general and administrative expenses denominated in
local currencies. In many foreign countries where we do not have company restaurants our franchisees pay royalties
in U.S. dollars. However, as the royalties are calculated based on local currency sales, our revenues are still
impacted from fluctuations in exchange rates. In fiscal 2007, income from operations would have decreased or
increased $10 million if all foreign currencies uniformly weakened or strengthened 10% relative to the U.S. dollar.

We use foreign exchange forward contracts as economic hedges to offset the future impact of gains and losses
resulting from changes in the expected amount of functional currency cash flows to be received or paid upon
settlement of intercompany loans denominated in foreign currencies. Changes in the fair value of the forward
contracts attributable to changes in the current spot rates between the U.S. Dollar and the foreign currencies are
offset by the remeasurement of the interecompany loans, resulting in an insignificant impact 10 the Company's net
income. The portion of the fair value of the forward contracts atiributable to the spot-forward difference (the
difference between the spot exchange rate and the forward exchange rate) is recognized in earnings as a gain or loss
on foreign exchange (See Note 12 10 the Consolidated Financial Statements). The contracts outstanding as of
June 30, 2007 mature at various dates through September 2007 and we intend to continue to renew these contracts to
hedge our foreign exchange impact.

Interest Rate Risk

We have a market risk exposure to changes in interest rates, principally in the United States. We attempt to
minimize this risk and lower our overall borrowing costs through the utilization of interest rate swaps. These swaps
are entered into with financial institutions and have reset dates and key terms that match those of the underlying
debt. Accordingly, any change in market value associated with intercst rate swaps is offset by the opposite market
impact on the related debt.

As of June 30, 2007, we had interest rate swaps with a notional value of $440 million that qualify as cash flow
hedges under SFAS No. 133, “Accounting for Derivative Instiruments and Hedging Activities™, as amended. The
interest rate swaps help us manage exposure to changes in forecasted LIBOR-based interest payments made on
variable rate debt. A 1% change in interest rates on our existing debt of $872 million would result in an increase or
decrease in interest expense of approximately $4 million in a given year, as we have hedged $440 million of our
debt.

Commedity Price Risk

We purchase certain products, particularly beef, which are subject to price volatility that is caused by weather,
market conditions and other faciors that are not considered predictable or within our control. Additionally, our
ability to recover increased costs is typically limited by the competitive environment in which we operate. We do
not utilize commodity option or future contracts 1o hedge commodity prices and do not have long-term pricing
arrangements. As a result, we purchase beef and other commodities at market prices, which fluctuate on a daily
basis.

The estimated change in company restavrant food, paper and product costs from a hypothetical 10% change in
average beef prices would have been approximately $9 million for fiscal 2007. The hypothetical change in food,
paper and product costs could be positively or negatively affected by changes in prices or product sales mix.
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Management's Report on Internal Control Over Financial Reporting

Management is responsible for the preparation, integrity and fair presentation of the consolidated financial
statcments, related notes and other information included in this annual report. The financial statements were
prepared in accordance with accounting principles generally accepted in the United States of America and include
certain amounts based on management’s estimates and assumptions. Other financial information presented .is
consistent with the financial stalements.

Management is also responsible for establishing and maintaining adequate internal control over financial
reporting, and for performing an assessment of the effectiveness of internal control over financial reporting as of
June 30, 2007. Internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. The Company’s system of internal control over financial
reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable
derail, accurately and fairly reflect the transactions and dispositions of the assets of the Company; (ii) provide
rcasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally- accepted accounting principles, and that receipts and expenditures of the Company are
being made only in accordance with authorizations of management and directors of the Company; and (iii) provide
reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of the
Company's assets that could have a material effect on the financial siatements.

Managemeni performed an assessmeni of the effectivencss of the Company's internal control over financial
reporting as of June 30, 2007 based on criteria established in Intemal Control — Integrated Framework issued by
the Commitiee of Sponsoring Organizations of the Treadway Commission (COSQO). Based on our assessment and
those criteria, management determined that the Company's internal control over financial reporting was effective as
of June 30, 2007.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk thal
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

Management’s assessment of the effectiveness of the Company’s intemnal control over financial reporting as of
June 30, 2007 has been audited by KPMG LLP, an independent registered public accounting firm, as stated in its
repont which is included herein.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Burger King Holdings, Inc.:

We have audited the accompanying consolidated balance sheets of Burger King Holdings, Inc. and subsidiaries
{the Company) as of June 30, 2007 and 2006, and the related consolidated statements of income, stockholders’
equity and comprehensive income, and cash flows for each of the years in the three-year period ended June 30,
2007. These consolidated financial statements are the responsibility of the Company’s management. Qur respon-
sibility is to express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board

{United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financiat statéments are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of Burger King Hoeldings, Inc. and subsidiaries as of June 30, 2007 and 2006, and the results of
their operations and their cash flows for each of the years in the three- -year period ended June 30, 2007, in
conformity with U.S. generally accepted accounting principles.

As discussed in notes 2 and 3 to the consolidated financial stalements, effective July 1, 2006, the Company
adopted Statement of Financial Accounting Standard No. 123R (revised 2004), Share-Based Paymeni.

As discussed in notes 2 and 18 o the consolidated financial statements, the Company adopted Statement of
Financial Accounting Standard No. 158, “Employers’ Accounting for Defined Benefit Pension and Other
Postretirement Plans — an amendment of FASB Statemenis No. 87, 88, 106 and [32(R),” as of June 30, 2007.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United Siates), the Company’s internal control over financial reporting as of June 30, 2007, based on criteria
established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of
the Treadway Commission (COSO), and our repont dated September 7, 2007, expressed an unqualified opinion on
management's assessment of, and the ¢ffective operation of, internal control over financial reporting.

/s/ KPMG LLP
Miami, Florida

September 7, 2007
Centified Public Accountants

76




Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Burger King Holdings, Inc.:

We have audited management’s assessment, included in the accompanying Management's Report en [ntemal
Control Over Financial Reporting, that Burger King Holdings, Inc. and subsidiaries (the Company) maintained
effective internal control over financial reporting as of June 30, 2007, based on criteria established in /nfernal
Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Com-
mission (COS0). The Company's management is responsible for maintaining effective intermal control over
financial reporting and for its assessment of the effectiveness of intermal control over financial reporting. Our
responsibility is to cxpress an opinion on management'’s assessment and an opinion on the cffectiveness of the
Company'’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
{United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether effective inmtemmal control over financial reporting was maintained in all material respects. Qur audit
included obtaining an understanding of internal control over financial reporting, evaluating management’s
assessment, lesting and evaluating the design and operating effectiveness of internal control, and performing
such other procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial reporiing
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepled accounting principles, and that receipts and expenditures of the company arc being made
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s
assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatemnents. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

In our opinion, management’s assessment that the Company maintained effective internal control over
financial reporting as of June 30, 2007, is fairly stated, in all material respects, based on criteria established in
Internal Control -~ Integrated Framework issued by the Commitiee of Sponsoring Organizations of the Treadway
Commission (COSQ). Also, in our opinion, the Company maintained, in all material respects, effective internal
control over financial reporting as of June 30, 2007, based on criteria cstablished in Internal Control — Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).

We also have audiled, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated balance sheets of the Company as of June 30, 2007 and 2006, and the related
consolidzated statements of income, stockholders® equity and comprehensive income, and cash flows for each of the
years in the three-year period ended June 30, 2007, and our report dated September 7, 2007 expressed an unqualified
opinion on those consolidated financial statements.

s/ KPMG LLP

Miami, Florida
September 7, 2007
Certified Public Accountants
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BURGER KING HOLDINGS, INC. AND SUBSIDIARIES
Consolidated Balance Sheets

Current assets:
Cashand cashequivalents . ... ... ... . i i i i,
Trade and notes receivable, net .. ..., . . i e
Prepaids and other current assets, REL. . .. ... ... ..ttt it
Deferred INCOME LaXeS, MBY ... .. ittt ettt rencaanan i e ecreenrnnn

TO] CUITEMT G558ES . . . . . vt it e et ittt ettt i st e inaeinnnarenns e
Property and equipment, MEL . . .. ...ttt e e
Intangible @ssels, NEL. .. . .. o i e e s
GOOdWIll . e e e
Net invesiment in property leased to franchisees ... .......... ... .. ..
Other assels, MEl . . . ...ttt i it te ettt e ir e s

T £

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Accounts and drafis payable .. ... . e e
Accrued advertising. . ... ... L i et e
Other accrued liabilities . . . ... ... ... i e s
Current portion of long term debt and capital leases . . . ........... oo,

Total current liabilities . .. ... i i e e i e e e e e e
Term debt, net of current Portion. . . ... ... .o i e e
Capital leases, nerof current portion . . ... ... ... ... i
Other deferrals and liabilities. . ... . ... . . i i i i ittt et e e s e
Deferred inCOme 1aXes, MEL . . . ...ttt ittt ittt ite s cnvmmreaneaae e

Total liabilities. . . ..o v i e e it e e

Commiuments and Contingencies (Note 20)
Stockholders’ equity:
Preferred stock, $0.01 par value; 10,000,000 shares authorized; no shares issued or

OUISTANGINE . . ..ottt it e i e e
Common stock, $0.01 par value; 300,000,000 shares authorized; 135,217,470 and

133,058,640 shares issued and owstanding at June 30, 2007 and June 30, 2006,

P POt IVELY L . v i i e i i
Restricted sSlOCK URIIS. . . . . ..o i i e i e i e
Additional paid-incapital ... . o e e e e
Retained eaImings . . ...\ o ittt ittt e it e i
Accumulated other comprehensive income .. .. ... ... . i i e e
Treasury stock, at cost; 673,430 and 590,841 shares at June 30, 2007 and June 30, 2006,

TESPEClIVELY . . oot

Total stockholders” equity. .. ... .. ... o i e
Total liabilities and stockholders’ equity . . . . ... ... i i i

See accompanying notes to consolidated financial statemenis.
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As of June M,
2007 2006
{In milllons, except

share data)
3170 % 259
125 109
66 40
48 _ 4
404 453
879 886
986 975
23 20
142 148
8 __10
$2517  §2.552
$ 106 $ 100
64 49
259 338
5 _ 5
434 492
871 997
67 63
134 349
95 84

1 1
3 5
574 545
134 3
8 15
4 @
716 567
52517 $2.552




BURGER KING HOLDINGS, INC. AND SUBSIDIARIES
Consolidated Statements of Income

Years Ended June 30,

2007 2006 2008
(ia millions, except
per share data)
Revenues:
Company reSLAUrANE TEVEMUES . « o oo v v e ies s e oaas s s s asatanns $1,658 31516 $1407
Franchise TEVEMUES . . . o v vt it et e et ittt nn i taa s reaenae s 460 420 413
Property reVENUES .. .. .. o.tn it i iiaia et aas s aas e 116 112 120
TOWl FEVEIUES oottt e s s et et ecre it naeatanranenanas 2234 2,048 1,940
Company restaurant expenses:
Food, paper and product COSIS . ... ... . it i 499 470 437
Payroll and employee benefits .. ...... ... ... il 492 446 415
Occupancy and other operating Costs . .....oovivvreeeeerea iy 418 380 343
Total company restaurant 8XPenSES . .. ..o oo erns v s varssoansonns 1,409 1,296 1,195
Selling, general and administrative eXpenses. .. ... iians 474 488 487
PrOPErY EXPENSES . .. v\ttt ie e s s e s s aa e e 6l 57 64
Fees paid toaffiliates. .. ... ... ... i i s — 39 9
Other operating (IncOmME) EXPENSES, REL . v v v v e v e e iiis i (1) (2) 34
Total operating costs and EXPENSES . .. ..ot v et i et an e 1,943 1,878 1,789
Income from OPerations . . .. ... uitie ittt e 291 170 151
[DIETESE XPONSC . . o v v ot ettt in s e s e b 73 81 82
[T foct B Loy L1 < T R (6) (9) (9
Total interest eXPense, M. . ..o\ vt v et tiaarearnnnranensnns 67 72 73
Loss on early extinguishment of debt .. .. ... oo 1 18 —
Income before inCome taXes. . . oo v vt cn i ie it mn et 223 80 78
INCOME 1AX EXPEISE . . . o oot vttt e sttt ns i an s isnans 75 53 31
NEL IMCOMIE + o vttt et ettt ettt e e e at st nsens $ 148 $ 27 § 47
Eamings per share:
T~ $1.11 $024 $044
Diluted ......... e e $108 $024 5044
Weighted average shares outstanding:
T3 P 1339 110.3 106.5
|01 1T G 136.8 114.7 106.9

See accompanying notes 1o consolidated financial statements,
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BURGER KING HOLDINGS, INC. AND SUBSIDIARIES
Consolidated Statements of Stockholders’ Equity and Comprehensive Income

Issued
Lssued Common Restricted Additional Accumulsted Other
Common Stock Stock Pald-ln - Retalned Comprehensive Treasury

Stock Shares Amount Units Capita)l  Farnings Income (l.os1) Stock  Total
{In milllons, except per share information)
Balances at June 30,2004 . . ...... 107 $1 — $403 % 29 $ $— $424
Issuance of commen stock

including option exercises. . . . . — — — 3 — — - 3
Treasury stock purchases . . ..... —_ —_ —_ —_ —_ —_ {2) (2)
Issuance of restricted stock units. . - — 2 — — — —_ 2
Comprchensive income:

Netincome............... — — _ —_ 47 —_ — 47

Foreign currency translation

adjustment. . ... ..., .. - — — —_ — 6 —_ 6

Minimum pension liability

adjustment, net of tax of $2. . —_ — —_ —_ — 3 — (3)

Comprehensive income.. . . . . - _ — — . 0

Balances at June 30,2005........ 107 $1 $2 $406 $ 76 $(6) $(2) s$4an
Issuance of common stock

including option exercises,

BEL. o e e 26 — - 399 — - —_— 399
Stock option tax benefits . ... ... — — — 7 — - —_ 7
Issvance of restricted stock units. . — — k) — — — — 3
Dividend paid on common shares

($342 pershare). .......,.. - —_— —_— (267)  (100) — — (367
Comprehensive income:

Netincome............... — —_ —_ - 27 — —_ 27

Foreign currency translation

adjustment. . ........ ... — — — —_ — 2 —_ 2

Net change in fair valuc of

derivatives, net of 1ax of
S10) .. ... —_ — — —_ —_— 16 — 16
Minimum pension liability
adjustment, net of tax
of ($2) .. .. i —_ — —_ — — 3 - 3
Comprehensive income. . . .. _ _ _ . _ 48
Balances at Junc 30,2006........ 133 $1 $5 $545 § 3 315 5(2) 567
Issuance of common stock

including option exercises,

- 2 — — 8 —_ — - 8
Stock option tax benefits . . ..., . -— — —_ 14 —_ — — 14
Stock based compensation .. .. .. — — — 5 — —_ — 5
Treasury stock purchases .. ..... — -_ — — _ — {2) (2)
Issuance of shares upon seittement

of restricted stock units ... ... — —_ (2) 2 —_ —_ — —
Dividend paid on common shares

(30.13 pershare) . .......... - —_ —_ -_ (1N - - a7
Comprehensive income:

Neticome............... - — - - 148 — - 148

Foreign currency translation

adjustment. .. ........... — — - — — (5) - %)

Cash flow hedges:

Net change in fair value of

derivatives, et of lax of $3. . -_— — — - — (5 — (5)
Amounts reclassified to

earnings during the peried,

netofltaxof $2 . ......... — — - - — (3) - 3)
Comprehensive income .. .. .. 135
Adjusitment to intially apply

SFAS No 158, net of 1ax of

(54) .................. e - — — —_ _6 - 6

Balances at June 30, 2007........ 135 31 $3 $514 S$134 S8 $(4) $716

u
||
u
|
||
n
u

See accompanying notes to consolidated financial statements.
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BURGER KING HOLDINGS, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows

Cash flows from operating activities:

LTI Tt - I R

Adjustments Lo reconcile net income to ner cash provided by operating activities:
Depreciation and amorization .. ..., .. .. oo e
Gainon hedging activities . . ... ... ... i i e s
Interest expense payable inkind. . ... .. ... . L
Gain on remeasurement of foreign denominated transactions . ... ... ..ol
Gainonasset disposals . . ... .. . i e e
Provision for doubtfu! accounts, net of reCOVErEs. . . ... . i i vr v i eraanan
Impairment of debt investments and investments in unconsolidated companies and joint

L2111 T T

Impairment of long-lived asse1s . . . ... ... e e
Pension cunailment gain . . . ... ... .. i e i
Loss on carly extinguishment of debt .. ......... . vcii i,
Stock-based COMPERSAHON . .. .o oottt i e e i e e
Defemed iNCOME IBXES . . . oot it i ae et ii i ar s e raanannraas e

Changes in current asscts and ligbilitics, net of acquisitions:
Trade and notes receivable. . . . .. ... i i i e e
Prepaids and olher CUITENE 885618 . . oo .o i it ii i ina ot aa s
Accounts and drafis payable . .. ... i e e e e
Accrued advertiSing . .. ... o s et e
Other accrued linbilities ... .. .. e e e e e ey

Payment of interest on PIK notes. . ... ..ottt e e

Other long-term assets and liabilities, net . ... ... oo o e

Nei cash provided hy operating activities . . ... ... ... .. i i

Cash flows from Investing activities:
Purchases of available for sale SeCURtiEs. . . . .. ... v it iiin i in i a it
Proceeds from available for sale securilies .. ... . ..ot i e
Payments for property and SqUIPIMEDT. . ..o oo v v i i ian it e e
Proceeds from assct disposals and restaurant ClosSOres. ... ... v i e
Payments for acquired franchisee operalions . . . ..o v v v e n it i i,
Investment in franchisse debl . ... it e e e
Repayments of franchisce debl .. ... ... i

Net cash used forinvesting activities . . ... . ... .o i e e s

Cash flows from financing activities: .
Proceeds from term debt and credit facility . ... ... il i
Repaymenis of term debn, credit facility and copital leases .. .. ... ...y
Payments Jor [inancing CostS .. . ..ot vt irar e iercnnananas e ranss
‘Proceeds from sale of common stock, net, ... .. L oo
Dividends paid on common SIOCK . .. ..o tvv it i i
Excess tax benefits ftom stock-based compensation . . . ... ... i
Treasury stock PUrChases . . ..o v vt v i s et s it e

Net cash used for financing activities . . .. ... 0 v v i e,

Effect of exchange rates oncashand cashequivalents .. ... .o v e iiiien s
{Deccrease) increase in cash and cashequivalents . . . ... ... .. o i e
Cash and cash equivalents at beginning of peried ... .. ... i

Cash and cash equivalents atendofperiod . . ... ... ... ... ... ... ... .. ...

Supplemental cash flow disclosures:
Interest paid(l) . . . ... it i e e e e
Income taxes pait(2) .. ... .ot e
Non-cash investing and financing activities:
Acquisition of franchisee Operalions. . ... ... .. v vr i i
Acquisition of property with capital lease obligations. .. .......... ... ..o il

Years Ended June 30,
2007 2006 2005
{1n millions)
$148 § 27 $ 4

89 88 74
@) - =
—_ —_ 45
(23) — —
(0 4y @
(4) 14 1

- —_ 4
—_ — 4
—_ 6) —

1 18 —

b} } —

10 68 9
(13) 7 2)
an 4) {(2)

5 8 21

14 (10} 7
(100 (30 48
—_ (103) -
18 13 8
117 74 218
(350) — (768)
350 — 890
(87) (8%) (93)
22 18 18
an (3 (28)
(6) 4 (27

4 5 3
(84) (74) &)

i 2,143 —_
{131y (2,329) (3}
— (19) —_

8 399 k)
(n (367) —_
14 —_ _
(2) — 2)
(127 (173) (2)
5 — i
(89) (173) 211
259 432 22
$170 $ 259 §432
$ 61 § 180 3 26
$151 § 16 3§ 14
$ — § — 316
$ 8 8§ 13 % —

(1) Amount for the year ended June 30, 2007 is net of $13 million received upon termination of inierest rate swaps.
Amount for the vear ended June 30, 2006 included $103 million of interest paid on PIK notes.

(2) Amount for the year ended June 30, 2007 includes $82 million in income taxes incurred, resulting from the
realignment of the Company’s European and Asian businesses, and $37 million of quarterly estimated U.S.

federal and state tax payments.
See accompanying notes to consolidated financial statements.
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BURGER KING HOLDINGS, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

Note 1, Description of Business and Organization
Description of Business

Burger King Holdings, Inc. (“BKH" or the “Company”) is a Delaware corporation formed on July 23, 2002. Tt
is the parent of Burger King Corporation (“BKC™), a Florida corporation that franchises and operates fast food
hamburger restaurants, principally under the Burger King brand.

The Company generates revenues from three sources: (i) sales at restaurants owned by the Company;
{i3) rayalties and franchise fees paid by franchisecs; and (iii) propeny income from the franchise restaurants that the
Company leases or subleases to franchisees. The Company receives monthly royalties and advertising contributions
from franchisees based on a percentage of restaurant sales.

Restaurant sales are affected by the timing and effectiveness of our advertising, new products and promotional
programs. Our results of operations also fluctuate from quarter to quarter as a result of seasonal trends and other
factors, such as the timing of restaurant openings and closings and our acquisition of franchise restaurants, as well as
variability of the weather. Restaurant sales are typically higher in our fourth and first fiscal quarters, which are the
spring and summer months when weather is warmer, than in our second and third fiscal quarters, which are the fal}
and winter months. Restaurani sales during the winter are typically highest in December, during the holiday
shopping season. Qur restaurani sales and company restaurant margins are typically lowest during our third fiscal
quarter, which occurs during the winter months and includes February, the shortest month of the year.

Organization

On December 13, 2002, Gramet Holding Corporation (“"GHC"), a wholly-owned subsidiary of Diageo plc and
the former parent of BKC, completed its sale of 100% of the outstanding common stock of BKC to Burger King
Acquisition Corporation (“BKAC”). BKAC was established as an acquisition vehicle by private equity funds
controlled by TPG Capital, the Goldman Sachs Capital Funds and Bain Capital Partners (collectively, the
“Sponsors™) for the purpose of acquiring BKC. BKAC was merged into BKC upon completion of the transaction
(the “Transaction”). The merger was accounted for as 2 combination of entities under common control,

Initial and Secendary Public Offerings

In May 2006, the Company completed its initial public offering of 25 million shares of commen stock,
$0.01 par value, at a per share price of $17, with net proceeds after transaction costs to the Company of
approximately $392 million (the “IPQ™). In connection with the IPO, the Sponsors sold an additional 3.75 million
shares at $17 per share to settle the underwriters’ over-allotment option. Prior to the IPQ, the Sponsors owned
104.7 million shares, or approximaiely 97%, of the Company's outstanding common stock. After the completion of
the IPO, the equity funds controlled by the Sponsors owned approximately 76% of the Company's outstanding
common stock.

In February 2007, the Company completed a secondary offering of 22 million shares of its common stock,
including a partial exercise of the over-allotment option in March 2007 reducing the perceniage ownership of the
private equity funds controlled by the Sponsors (“the secondary offering™). As of June 30, 2007, the percentage
ownership of the private equity funds controlled by the Sponsors was approximately 58%.

Note 2, Summary of Significant Accounting Policies

Basis of Presentation and Consolidation

The consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries.
All material intercompany balances and transactions have been eliminated in consolidation. The Company has
consolidated, in accordance with the provisions of Financial Accounting Standards Board (*FASB™) Interpretation
No. 46R, “Consolidation of Variable Interest Entities — an interpretation of ARB No. 51", one joint venture that
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operates restaurants where the Company is a 49% partner, but is dccmed to be the primary beneficiary, as the joint
venture agreement provides protection to the joint venture partner from absorbing expected losses, The results of
operations of this joint venture are not materia! 10 the Company’s results of operations and financial position.

Concentrations of Risk

The Company's operations include Company-owned and franchise restaurants located in 69 countries and
territories. Of the 11,283 restaurants in operation as of June 30, 2007, 1,303 are Company-owned and operated and
9,980 are franchisee-owned and operated.

The Company has an operating agreement with a third party, Restaurant Services, Inc., or RSI, which acts as
the exclusive purchasing agent for Company-owned and franchised Burger King restaurants in the United States for
the purchase of food, packaging, and equipment. These restaurants place purchase orders and receive the respective
products from distributors with whom, in most cases, RSI has service agreements. As of June 30, 2007, four
distributors serviced approximately 85% of the Company-owned and franchised restaurants in the United States.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles
requires management to make estimates and assumptions that could affect the amounts reported in the Company’s
consolidated financial staterments and accompanying notes. Actual results could differ from those estimates.

Foreign Currency Translation

Foreign currency balance sheets are translated using the end of period exchange rates, and stalements of
operalions are translated at the average exchange rates for each period. The resulting translation adjustments to the
balance sheets are recorded in accumulated other comprehensive income (loss) within stockholders’ equity.

Foreign Currency Transaction Gain or Losses

Foreign currency transaction gains or losscs resulting from the re-measurement of foreign-denominated assets
and liabilities of the Company or its subsidiaries are reflected in earnings in the period when the exchange rates
change. ' :

Cash and Cash Eguivalents

Cash and cash equivalents include short-term, highly liquid investments with original maturities of three
months or less.

Auction Rate Securities Available for Sale

Auction rate securities represent long-term variable rate bonds tied to short-term interest rates that are reset
through a “dutch auction™ process, which occurs every seven to 35 days, and are classified as available for sale
securities. Auction rate securities arc considered highly liquid by market participants because of the auction
process. However, because the auction rate securities have long-term maturity dates and there is no guarantee the
holder will be ablk to liquidate its holding, they do not meet the definition of cash equivalents in the Statement of
Financial Accounting Staridards (“SFAS”) No. 95, “Statement of Cash Flows™ and, accordingly, are recorded as
investments. There were no auction rate securities outstanding as of June 30, 2007 and 2006.

Allowance for Doubtful Accounts

The Company evaluates the coliectibility of its trade accounts receivable from franchisees based on a
combination of factors, including the length of time the receivables arc past due and the probability of collection

83




BURGER KING HOLDINGS, INC, AND SUBSIDIARIES
Notes to Consolidated Financial Statements — (Continued)

from litigation or default proceedings, where applicable. The Company records a specific allowance for doubtful
accounts in an amount required to adjust the carrying values of such balances to the amount that the Company
estimates to be net realizable value. The Company writes off a specific account when (a) the Company enters into an
agreement with a franchisee that releases the franchisee from outstanding obligations, (b) franchise agreements are
terminated and the projected costs of collections exceed the benefits expected to be received from pursuing the
balance owed through legal action, or {¢) franchisees do not have the financial wherewithal or unprotected assets
from which coltection is reasonably assured.

Notes receivable represent loans made to franchisees arising from re-franchisings of Company-owned
restaurants, sales of property, and in certain cases when past due trade receivables from franchisees are restructured
into an interest-bearing note. Trade receivables which are restructured to interest-bearing notes are generally
already fully reserved, and as a result, are transferred (o notes receivable at a net carrying value of zero. Notes
receivable with a carrying value greater than zero are written down to net realizable value when it is probable or
likely that the Company is unazble to collect all amounts in accordance with the contractual terms of the loan
agreement, in accordance with SFAS No. 114, “Accounting by Creditors for Impairment of a Loan” and
SFAS No. 118, “Accounting by Creditors for Impairment of a Loan — Income Recognition and Disclosures.”

Inventories

Inventories, totaling $15 million and $14 million as of June 30, 2007 and 2006, respectively, are stated at the
lower of cost {first-in, first-out) or net realizable value, and consist primarily of restaurant food items and paper
supplies. Inventories are included in prepaids and other current assets in the accompanying consolidated balance
sheets.

Property and Equipment, net

Property and equipment, net, owned by the Company are recorded at historical cost less accumulated
depreciation and amortization. Depreciation and amortizaticn are computed using the straight-line method based on
the estimated useful lives of the assets. Leasehold improvements to properties where the Company is the lessce are
amortized over the lesser of the remaining term of the lease or the life of the improvement.

Improvements and major repairs with a useful life greater than one year are capitalized, while minor
maintenance and repairs are expensed when incurred.

Leases

The Company accounts for leases in accordance with SFAS No. 13, "Accounting for Leases™ (“SFAS No. 137),
and other related authoritative literature. Assets acquired under capital leases are stated at the lower of the present
value of future minimum lease payments or fair market value at the date of inception of the lease. Capital lease
assets are depreciated using the straight-line method over the shorter of the useful life of the asset or the underlying
lease term.

The Company records rent expense for operating leases that contain scheduled rent increases on a straight-line
basis over the lease term, including any renewal option periods considered in the determination of that lease term.
Contingent rentals are generally based on sales levels in excess of stipulated amounts, and thus are not considered
minimum lease payments.

The Company also enters into capital leases as lessor. Capital leases meeting the criteria of direct financing
leases under SFAS No. 13 are recorded on a net basis, consisting of the gross investment and residual value in the
lease less the unearned income. Unearned income is recognized over the Jease term yielding a constant periodic rate
of return on the net investment in the lease. Direct financing leases are reviewed for impairment whenever events or
circumstances indicate that the carrying amount of an asset may not be recoverable based on the payment history
under the lease.
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Favorable and unfavorable leasc contracts were recorded as part of the Transaction (see Note 1). The Company
amortizes these favorable and unfavorable lease contracts on a straight-line basis over the remaining term of the
leases. Upon early termination of a lease, the favorable or unfavorable lease contract balance associated with the
lease contract is recognized as a loss or gain in the consolidated statement of income.

Intangible Assets Not Subject to Amortization

Intangible assets not subject to amortization represent the recorded amouni of the intellectual property
associated with the acquisition of the Burger King brand and goodwill. Goodwill is the excess of the cost of an
acquired entity over the fair valuc of net assets, resulting from the Company's acquisitions of franchise restavrants.
For purposes of tesling intangible assets not subject to amortization for impairment, the Company has determined
that its reporting units are the following geographic segments by which it manages its business (se¢ Note 21): United
States and Canada, Furope, the Middle East and Africa and Asia Pacific (EMEA/APAC) and Latin America. The
Company tests intangible assets not subject to amortization annuatly by comparing the fair value of each reporting
unit, using discounted cash flows, to the carrying valuc to determine if there is an indication that a potential
impairment may exist.

Long-Lived Assets

In accordance with SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets™, long-
lived assets, such as property and equipment and acquired intangibles subject to amortization, are reviewed for
impairment annually or more frequently if events or changes in circumstances indicate that the carrying amount of
an asset may not be recoverable. Some of the evemis or changes in circumstances that would trigger an impairment
review include, but are not limited to, a significant under-performance relative to expected and/or historical results
(two years comparable restaurant sales decrease or wo years negative operaling cash flows), significant negative
industry or economic trends, or knowledge of transactions involving the sale of similar property at amounts below
the carrying value. Assets are grouped for recognition and measurement of impairment at the lowest level for which
identifiable cash flows are largely independent of the cash flows of other assets. Assets are grouped together for
impairment testing at the operating market level (based on geographic areas) in the case of the United States,
Canada, the U.K. and Germany. The operating market asset groupings within the United States and Canada are
predominantly based on major metropolitan areas within the United Siates and Canada. Similarly, operating
markets within the other foreign countries with larger asset concentrations (the U.K. and Germany) are comprised
of geographic regions within those countries (three in the U.K. and four in Germany). These operating market
definitions are based upon the following primary factors:

» management views profitability of the restaurants within the operating markets as a whole, based on cash
flows generated by a portfolio of restaurants, rather than by individual restaurants, and area managers
receive incentives on this basis; and

« the Company does not evaluate individual restavrants to build, acquire or close independent of an analysis of
other restaurants in these operating markets.

In countries in which the Company has a smaller number of restaurants (The Netherlands, Spain, Mexico and
China), most operating functions and advertising are performed a1 the country level, and shared by all restaurants in
each country. As a result, the Company has defined operating markets as the entire country in the case of The
Netherlands, Spain, Mexico and China. If the carrying amount of an asset exceeds the estimated and undiscounted
future cash flows generated by the asset, an impairment charge is recognized by the amount by which the carrying
amount of the asset exceeds its fair value of the assel.
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Other Comprehensive Income (Loss)

Other comprehensive income (loss) refers 10 revenues, expenses, gains, and losses that are included in
comprehensive income (loss), but are excluded from net income as these amounts are recorded directly as an
adjustment to stockholders’ equity, net of tax. The Company's other comprehensive income (loss) is comprised of
unrealized gains and losses on forgign currency translation adjusiments, unrealized gains and losses on hedging
activity, net of tax, and minimum pension liability adjustments, net of tax.

Derivative Financial Instruments

SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities”, as amended
(“SFAS No. 133", establishes accounting and reporting standards for derivative instruments and for hedging
activitics by requiring that all derivatives be recognized in the balance sheet and measured ot fair value. Gains or
losses resulting from changes in the fair value of derivatives are recognized in earnings cr recorded in other
comprehensive income (toss) and recognized in the statement of income when the hedged item affects carnings,
depending on the purpose of the derivatives and whether they qualify for, and the Company has applied hedge
accounting trcatment,

When applying hedge accounting, the Company's policy is to designate, at a derivative’s inception, the specific
assels, liabilities or future commitments being hedged, and to assess the hedge's effectiveness at inception and on an
ongoing basis. The Company may elect not to designate the derivative as a hedging instrument where the same
financial impact is achieved in the financial statemems. The Company does not enter into or hold derivatives for
trading or speculative purposes.

Disclosures About Fair Value of Financial Instruments

Cash and cash equivalenis, trade accounts and notes receivable and accounts and drafis pavable:  The
carrying value equals fair value based on the short-term nature of these accounts.

Debt, including current maturities:  The carrying value of term debt as of June 30, 2007 and 2006 was
$872 million and $998 million, respectively, which approximated fair value as the debt at both of these dates carried
a floating interest rate and reflected the Company's credit ratings.

Revenue Recognition

Revenues include retail sales at Company-owned restaurants and franchise and property revenues. Franchise
revenues include royalties, and initial and renewal franchise fees. Property revenues include rental income from
operating lease rentals and earned income on direct financing leases on property leased or subleased 10 franchisees.
Retail sales are recognized at the point of sale and are based on a percentage of sales by franchisecs. Royaltics are
recognized when collectibility is reasonably assured. Initial franchise fees are recognized as revenue when the
related restaurant begins operations. A franchisee may pay a renewal franchise fee and renew its franchise for an
additional term. Renewal franchise fees are recognized as revenue upon receipt of the non-refundable fee and
execution of a new franchise agreement. In accordance with SFAS No. 45, “Accounting for Franchise Fee
Revenue", the cost recovery accounting method is used to recognize revenues for franchisees for whom
collectibility is not reasonably assured. Rental income on operating lease rentals and earned income on direct
financing leases are recognized when collectibility is reasonably assured.

Advertising and Promotional Costs

The Company expenses the production costs of advertising when the advertisements are first aired or
displayed. All other advertising and promotional costs are expensed in the period incurred.
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Franchised restaurants and Company-owned resiaurants contribute to adventising funds managed by the
Company in the United States and certain international markets where Company-owned restaurants operate. Under
the Company’s franchise agreements, contributions received from franchisees must be spent on advertising,
marketing and related activities, and result in no gross profit recognized by the Company. Amounts which are
contributed to the advertising funds by Company-owned restaurants are recorded as selling, general and admin-
istrative expenses in the accompanying consolidated statements of income. Advertising expensc, net of franchisee
contributions, totaled $88 million for the year ended June 30, 2007, $74 million for the year ended June 30, 2006,
and $87 million for the year ended June 30, 2005 and is included in selling, general and administrative expenses.

To the extent that contributions received exceed advertising and promotional expenditures, the excess
contributions are accounted for as a deferred liability, in accordance with SFAS Ne. 45, and are recorded in
accrued advertising in the accompanying consolidated balance sheels.

Franchisees in markets where no Company-owned restaurants operate contribute to adventising funds ‘not
managed by the Company. Such contributions and related fund expenditures are not reflected in the Company’s
. results of operations or financial position.

Income Taxes

The Company files a consolidated U.S. federal income tax return. Amounts in the financial siatements related
to income taxes are calculated using the principles of SFAS No. 109, “Accounting for Income Taxes”
(“SFAS No. 109"). Under SFAS No. 109, deferred 1ax assets and liabilitics reflect the impact of temporary
differences between the amounts of assets and liabilities recognized for financial reporting purposes and the
amounts recognized for 1ax purposcs, as well as tax credit carryforwards and loss carryforwards. These deferred
taxes are measured by applying currently enacted tax rates. A deferred tax asset is recognized when it is considered
more likely than not to be réalized. The effects of changes in tax rates on deferred tax assets and liabilities are
recognized in income in the year in which the law is enacted. A valuation allowance reduces deferred tax assets
when it is “more likely than not” that some portion or all of the deferred tax assets will not be recognized.

Income tax benefits credited to stockholders’ equity relate (o tax benefits associated with amounts that are
deductible for income tax purposes but do not affect eamings. These benefilts are principally generated from
employee exercises of nonqualificd stock options and settlement of restricted stock unit awards.

Earnings per Share

Basic earnings per share is computed by dividing net income by the weighted average number of common
shares outstanding for the period. The computation of diluted earnings per share is consistent with that of basic
eamnings per share, while giving effect to all dilutive potential common shares that were outstanding during the
pericd.

Stock-based Compensation

In the first quarter of fiscal 2007, the Company adopted SFAS No. 123 (Revised 2004} “Share-Based
Payment™ (“SFAS No. 123R), which replaced SFAS No. 123, “Accounting for Stock-Based Compensation”
(“SFAS 123", superseded Accounting Standards Board ("APB") 25, “Accounting for Stock Issued 1o Emplayees”,
(“APB No. 25™) and related interpretations and amended SFAS No. 95, “Sratement of Cash Flows.” Prior to the
adoption of SFAS No. 123R, all share-based payments were accounted for under the recognition and measurement
principles of APB 25 and its related interpretations. Accordingly, no expense was reflected in the consolidated
statements of income for stock options, as all stock options granted had an exercise price equal to the market value
of the Company's commen stock on the date of grant.

Stock-based awards granted by the Company typically contain only a service condition for vesting. For awards
that cliff vest, stock-based compensation cost is recognized ratably over the requisite service period. For awards
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with a graded vesting schedule, where the award vests in increments during the requisite service period, the
Company has clected to record stock-based compensation cost over the requisite service period for the entire award,
in accordance with the SFAS 123R.

Pension and Postretirement Benefils

In the fourth quarter of fiscal year 2007, the Company adopted the recognition and disclosure provisions of
SFAS No. 158, “Employers™ Accounting for Defined Benefit Pension and Other Postretirement Plans” — an
amendment of FASB Statements No. 87, 88, 106 and 132(R) (“SFAS No. 158™). SFAS No. 158 amends SFAS No. 87,
“Employers’ Accounting for Pensions™ {"SFAS No. 87"), SFAS No. 88, “Employers’ Accounting for Settlements
and Curtailmenis of Defined Benefit Plans and for Termination Benefirs” (“SFAS No. 88"), SFAS No. 106,
“Emplovers’ Accounting for Posiretirement Benefits Oither Than Pensions” (“SFAS No. 106"} and
SFAS No. 132(R), “Employers' Disclosures abowt Pensions and Other Postretirement Benefits”
("SFAS No. 132(R)).

SFAS No. 158 required the Company to recognize the funded status of its pension and postretirement plans in
the June 30, 2007 consolidated balance sheet, with a corresponding adjustment to accumulated other compre-
hensive income, net of tax. Gains or Josses and prior service costs or credits that arise in future years will be
recognized as a component of other comprehensive income to the extent they have not been recognized as a
component of net periedic benefit cost pursuant to SFAS No. 87 or SFAS No. 106.

The incremental effects of adopting the provisions of SFAS No. 158 on the Company's consolidated balance
sheet as of June 30, 2007 are presented below (amounts in millions of U.S. dollars). The adoption of SFAS No. 158
had no impact on the consolidated stalement of income.

Before Aler

Application of ' Application of

SFAS No. 158 Adjustments SFAS No. 158
Other assets, MEL .. ..o v vv it iir i ininnerarennns $ 80 $3 $ 83
Total 885615 . . . v v vt i i e s $2,514 33 $2,517
Other deferrals and liabilities . . .. ................. $ 1 k1)) $ 34
Deferred income taxes, net. . .........ccovruennn.. 5 9 $4 £ 9
Total labilities ..........c v i, $1,804 5(3) $1.801
Accumulated other comprehensive income , .. ........ 3 2 $6 $ 8
Total stockholders’ equity ,............c.ovviuna, $ 710 $6 3 716

SFAS No. 158 also requires measurement of the funded status of pension and postretirement plans as of the
date of the Company's fiscal year end effective for the fiscal year ending tune 30, 2009. The Company’s plans
currently have measurement dates that do not coincide with its fiscal year end and thus the Company will be
required to change their measurement dates in fiscal 2009.

Adoption of SEC Staff Accounting Bulletin No. 108

In September 2006, the Securitics and Exchange Commission (the “SEC”) issued Staff Accounting Bulle-
tin No. 108 “Considering the Effects of Prior Year Misstatements when Quantifying Misstatements in Current Year
Financial Statements” (*SAB No. 108"). SAB No. 108 provides interpretive guidance on how the effects of the
carryover or reversal of prior year misstatements should be considered in quantifying a current year misstatement
for the purpose of a materiality assessment. SAB Na. 108 requires that registrants quantify a current year
misstatement using a “dual” approach that considers both the impact of prior year misstatemnents that remain on the
balance sheet (“lron Curtain Approach™) and those that were recorded in the current year income statement
(“Rollover Approach™}. Historically, the Company had quantified misstatements and assessed materiality based on
the Rollover Approach. The Company was required to adopt SAB No. 108 in the fourth quarter of fiscal 2007.
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The transition provisions of SAB 108 permit uncorrected prior year misstatements that were nol material to
any prior periods under the historical Roltover Approach but that would have been material under the dual approach
of SAB 108 to be corrected in the carrying amounts of assets and liabilities a1 the beginning of the Company’s fiscal
year 2007 with an offseiting adjustment 1o retained eamings for the cumulative effect of misstatements. The
adoption of SAB No. 108 did not require any adjustment to the Company’s retained earnings.

Note 3. Stock-based Compensation

Prior to February 16, 2006, the date the Company filed a Form S-1 registration statement with the SEC (forits
initial public offering which occurred on May 18, 2006), the Company accounted for stock-based compensation in
accordance with the intrinsic-value method of APB No. 25. Under the intrinsic value method of APB No. 25, stock
options were granted at fair value, with no compensation cost being recognized in the financial statemenis over the
vesting period. In addition, the Company issued restricted stock units under APB No. 25 and recognized
compensation cost over the vesting period of the awards. Under the pro forma disclosure required by SFAS No. 123,
compensation expense for stock options was measured by the Company using the minimum value method, which
assumed no volatility in the Black-Scholes model used to calculate the option’s fair value.

As a result of filing the Form S-1 registration statement, the Company transitioned from a non-public entity to a
public entity under SFAS No. 123R. Since the Company applied SFAS No. 123 pro forma disclosure for stock options
using the minimum value method prior to becoming a public entity, SFAS No. 123R required that the Company adopt
SFAS 123R using a combination of the prospective and modified prospective transition methods. Under the
prospective method, the Company was required to apply the prospective transition method for those stock options
granted prior to the Form S-1 filing date that were measured at minimum value. The unrecognized compensation cost
relating to these stock options is required to be recognized in the financial staiements, subsequent to the adoption of
SFAS No. 123R, using the same method of recognition and measurement onginally applied to these options. As there
was no compensation cost recognized by the Company in the financial statements for these stock options under APB
No. 25, no compensation cost has been or wil! be recognized for these stock options after the Company’s adoption of
SFAS No. 123R on July 1, 2006, unless such options are modified. For stock options granted subsequent to the 5-1
filing date. but prior to the SFAS No, 123R adoption date of July 1, 2006, the Company is required to apply the
modified prospective transition method, in which compensation expense is recognized for any unvested portion of the
awards granted between the S-1 filing date and the adoption date of SFAS 1 23R over the remaining vesting period of
the awards commencing on July 1, 2006. ’

On July 1, 2006, the Company adopted SFAS No. 123R, which requires share-based compensation cost 1o be
recognized based on the grant date estimated fair value of each award, net of estimated forfeitures, over the
employee's requisite service period. Due to the Company’s use of the minimum value discussed above and also
because the value used to measure stock compensation expense for nonvested shares is the same for APB No. 25 and
SFAS No. 123R, the adoption of SFAS No. 123R did not have a material impact on the Company's operaling
income, pretax income or net income.

Non-qualified stock option awards (“NQSQ's"} granted by the Company expire 10 years from the grant date
and generally vest ratably over a four to five-year service period commencing on the grant date. Nonvested shares
granted by the Company include restricted stock units (“RSU’s"), performance-based restricted stock (“PBRS™)
and deferred stock issued to non-employee members of the Company’s Board of Directors. RSU's gencrally vest
ratably over a two 1o five year service period commencing on the grant date. For those RSU’s granted prior to the
Company's IPO, settlement of these awards will occur on December 31, 2007, or soon as practicable thereafter, or
upon termination of the holder’s employment, if earlier. In August 2006, the Company pranted PBRS awards
covering approximately 706,000 shares to eligible employees. The amount granted to each employee was based on
the Company achieving 100% of a performance target (profit before taxes} for fiscal year 2007. As aresult of the
Company exceeding the performance target for fiscal year 2007, an incremental 55,000 shares under the PBRS
awards granted in August 2006 were earned by the cligible employees. In accordance with SFAS 123R, stock based
compensation expense was recorded on these incremental performance shares PBRS awards for fiscal year 2007 as
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if such awards had been granted and outstanding as of the original grant date. The PBRS awards have a three or four
year vesting period, which includes the one-year performance period.

The Company recorded $5 million of pre-tax stock-based compensation expense in fiscal 2007. Additionally,
cash flows from operating activities decreased $14 million in 2007 and cash flows from financing activities
increased $14 million in 2007, as a result of the adoption of SFAS No. 123R.

Equity Incentive Plan and 2006 Omnibus Incentive Plan

The Company's Equity Incentive Plan and 2006 Omnibus Incentive Plan (collectively, “the Plans”) permit the
grant of stock-based compensation awards including NQSQ's, RSU's and PBRS awards 1o cligible employees for
up to 20.8 million shares of the Company's common stock. Awards are granted with an exercise price or market
value equal to the closing price of the Company’s common stock on the date of grant. The number of shares
available to be granted under the Plans totaled approximately eight million, as of June 30, 2007. The Company
satisfies share-based exercises and vesting through the issuance of authorized but previously unissued shares of the
Company’s stock. Nonvested shares are generally net-settled with new Company shares withheld, and not issued, to
meet the employee’s minimum statutory withholding tax requirements.

The Company also maintains Deferred Stock Award arrangements for non-employee members of the Board of
Dircctors. Pursuant to these arrangemenis, non-employee directors receive an annual grant of deferred stock and
may also clect to reccive their quarterty retainer and Commiitee fees in deferred stock in lieu of cash. In November
2006, the Company granted 59,193 shares of deferred stock as an annual grant to non-employee directors. The
deferred stock vests in quarterly installments over a one-year period on the first day of each calendar quarter
following the grant date. The deferred stock will seitle and common shares will be issued at the time the non-
employee director no longer serves on the Board of Directors.

Stock based compensation expense for NQSO's is estimated on the grant date using a Black-Scholes oplion
pricing model. The Company’s specific weighted- average assumptions for the risk-free interest rate, expected term,
expected volatility and expected dividend yield are discussed below. Additionally, under SFAS No. 123R, the
Company is required to estimate pre-vesting forfeitures for purposes of determining compensation expense to be
recognized. Future expense amounts for any quarterly or annual period could be affected by changes in the
Company's assumptions or changes in market conditions.

In connection with the adoption of SFAS No. 123R, the Company has determined the expected term using the
simplified method for “plain vanilla” options as discussed in Section D, Certain Assumptions Used in Valuation
Methods, of SEC Staff Accounting Bulletin No. 107. Based on the resulis of applying the simplified method, the
Company has determined that 6.25 ycass is an appropriate expected term for awards with four-year graded vesting
and 6.50 years for awards with five-year grading vesting.

As previously discussed, the Company became a public company under SFAS No. 123R on February 16, 2006
when it filed its Form §-1. Prior to this date, the Company applied the minimum value method, as permitted under
SFAS No. 123, to calculate the grant date Fair value of its NQSO's using the Black-Scholes option pricing model for
pro forma stock based compensation disclosure. Under the minimum value method, zero volatility was assumed in the
price of the Company’s common stock. Subsequent to February 16, 2006, in accordance with SFAS No. 123R, the
Company has used a volatility assumption in the option pricing model to calculate the grant date fair value of NQ3O's
granted since that date. However, as a newly public company, the Company has limited histerical data on the price of
its publicly traded common stock and other financial instruments. Therefore, as permitted under SFAS No. 123R, the
Company has elected to base its estimate of the expected volatility of its common stock on the historical volaiility of a
group of its peers whose share prices are publicly available. Based on this peer group, the Company's weighted
average volatility used in the determination of the fair value of NQSOQO's for 2007 was 33%.
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A summary of the status and activity of NQSO’s as of and during the years ended June 30, 2006 and 2005 is as
follows: .

Weighted
Number of Average
Options Exercise Price
(000’s)

Outstanding at June 30,2004 . ... .. ... . i s 6.818 $ 478
(167 11157 P 5.143 4.28
R ¢ 1 AR OO (22) 3.80
Forfeited, . ...t ety (2,930) 4,62

Outstanding at June 30,2005 ....... ... 9,009 455
L 0 1< 2,247 13.69
EXEICISEO .\ v s it e ese s esnnenceaasanannnnnesssonnns (1,248) 4,78
0T =41 =+ A O I I (2,600) 4.50

Outstanding at June 30,2006 ........... ... 7,408 $ 115

The fair value of each NQSO grantcd under the Plans during the year ended June 30, 2007 was estimated on the
date of grant using the Black-Scholes option pricing model based on the following weighted average assumplions:

Risk-free interest rate{ 1) . . v\ v v it it r i a i e 5.01%
Expected term (i YEArs)(2) . .. ..cvveivent i 644

Expected volatility . . .. ..o e 33.01%
Expected dividend yield(3). . ...... ..ot 0.54%

(1) From 4.49% 10 5.34%
(2) From 6.25 years to 6.50 years
{3) From 0.00% to 1.20%

A summary of NQSO activity under the Plans as of and for the year ended June 30, 2007 is as follows:
Weighted Average

Total Welghted Weighted Total Remalning
Number of Average Avern, Intrinsic  Contructual Term
QOptions  Exercise Price  Oplion Velue _ Value (Yrs)
{1n 000’s) {lo 000's)
Options outstanding as of July 1,

2000 ... .. 7,408 3735 —  $64,397 -—
Granted . .......... .0 oiint 264 $16.07 $6.71 — —_
Pre-vest forfeited . .. ........... (496) $ 850 — — —
Exercised. ... coivinniienanns (1,922} $ 454 - $30,510 —_
Post-vest forfeited .. ......... .. 3) $ 6.11 — —_ .
Options outstanding as of June 30,

2007 ... 5,251 $ 9.28 —  $89,593 7.49
Options exercisable as of June 30,

2007 .. 1,680 $ 6.65 —_ $33,082 7.00

For the year ended June 30, 2007, proceeds from stock options exercised was $9 miltion and actual tax benefits
realized for tax deductions from stock options exercised was $14 million.
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A summary of nonvested share activity under the Plans, which includes RSU's, Deferred Stock Awards, and
PBRS awards, as of und for the year ended June 30, 2007 is as follows:

Welghted
Weighted Average Weighted
Avernge Remalning Average
Total Grant Total Conlractual Remalining
Number of Date Foir Intrinsic Term Vesting
Nonvested Shares Value Valoe (¥rs) Life (¥rs)
(1o 000's) (In 000's)
Nonvested shares outstanding as
of July 1,2006 ............ 958 $ 4.17 $15.082 —_ —_
Granted. ................... 768 $14.36 —_— — —
Vested & exercised .. ......... (320) $ 291 $ 6,508 — —_
Pre-vest forfeited. . ........... (53) $10.03 _ — —_
Nonvested shares outstanding as
of June 30,2007 ........... 1,353 $10.02 $35,625 8.60 —
Nonvested shares unvested as of
June 30,2007 ............. 938 $13.92 $24. 110 935 2140

As of June 30, 2067, there was $15 million of total unrecognized compensation cost related to stock options
and nonvested shares granted under the Plans. That cost is expected to be recognized in the Company's financial
statements over a weighted-average period of two years.

For the year ended June 30, 2007, the value of shares withheld by the Company to meet employees’ minimum
statutory withholding tax requirements was $2 million.

Note 4. Acquisitions, Closures and Dispositions
Acquisitions

Al acquisitions of franchised restaurant operations are accounted for using the purchase method of accounting
under SFAS No. 141 “Business Combinations". These acquisitions ar¢ summarized as follows (in millions, except
for number of restauranis):

Years Eaded June 30,
2007 2006 2005

Number of restaurants acquired . ........ ... ... i i, 64 50 101
Prepaids and other CUITERL @SSE1S . ... ..o euvians e $1 3= s 1
Propeniy and equipment, DEt. . ... ... ittt e 10 5 34
Goodwill and other intangible assets. .. ............ ... i i, 12 7 12
ASSUMED HabilIlieS . . ..t s e i ettt s e . @ _ 3
Total purchase Price . . .. ..o ot i e $17 $8 3%

Closures and Dispositions

Gains and losses on closures and dispositions represent sales of Company-owned properties and other costs
related to restaurant closures and sales of Company-owned restaurunts to franchisees, referred to as “refranchis-
ings". Gains and losses recognized in the current period may reflect closures and refranchisings that occurred in
previous periods. '
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Years Ended June 30,
2007 2006 2005

Number of restaurant ClOSUIES . .. .. .. v ii it e 24 14 23
Number of refranchisings. . ... ..o it e 15 6 11
Net (gain) loss on acquisitions, closures and dispositions . ................ $G) $3) s13

Included in the nct gain on restaurant closures, refranchisings and dispositions of assets for the year ended
June 30, 2007 is a $5 million gain from the sale of an investment in a non-consolidated joint venture, which is
recorded in other income and expense in the accompanying consolidated statement of income.

Note 5. Franchise Revenues

Franchise revenues consist of the following (in milltons):

Yenrs Ended June 3,
2007 2006 2005

Franchise royallies .. .. ... .ooeunnni ot ommonaranaenenase $438 $401 8396
Initial franchise fees ... ... ..ot irr i i e i e 12 10 9
=1 10 9 8

LT R $460 $420 $413

In accordance with SFAS No. 45, the Company deferred the recognition of revenues totaling $3 million, zero
and $1 million during the years ended June 30, 2007, 2006 and 2005, respectively. In addition, the Company had
recoveries of previously deferred revenues totaling $2 million, $1 million and $4 million during the years ended
June 30, 2007, 2006 and 2005, respectively. The Company also wrote-off $11 million of deferred revenues in the
year ended June 30, 2005.

Note 6. Trade and Notes Receivable, Net

Trade and notes receivable, net, consist of the following (in millions):

Years Ended
June 30,

007 2006

Trade accounts receivable. . ............. e $149 3134
Notes receivable, CUrTent POXtION .. ... ..ot oottt 5 1
154 14}
Allowance for doubtful accounts and reserve for-notes receivable, current portion ... (29 {32)
071+ TR 1= $125 5109

The change in altowances for doubtful accounts for each of the years in the three year period ended June 30,
2007 is as follows:

Years Ended June 30,
007 2006 20035

Beginning bulance ......... .. i i e $32 %29 §79
(Recoveries) provision for doubtful accounts, met. .. ........ ... .. 00viins (4) (2) 1
Write-offs and transfers to notes recejvable .. .. ... ....... ... ... .. .., 135 (51
Ending balance . ........... ... ... .. ... e e $29 $32 325
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Note 7. Property and Equipment, Net
Property and equipment, net, along with their estimated useful lives, consist of the following (in millions):

Years Ended
June 30,

007 2006

Land ... e $ 372 5 319
Buildings and improvements . ... ... ..o i {up 10 40 years) 575 517
Machinery and equipment. , ... .. ..o o e i (up to 18 years) 259 228
Fumiture, fixtures, andother. .. ... ... ... iiineininnn (up to 10 years) 107 85
ConsIruction in Progress .« v .o v v cv e cer it naneneannns 28 34
1,341 1,243
Accumulated depreciation and amortization. ... ........... ) (462) (357
Propenty and equipment, net .. ...... .. 0t § 879 3 BB6

Depreciation expense on property and equipment totaled $111 miltion, $109 million and $100 million for the
years ended June 30, 2007, 2006 and 20035, respectively.

Buildings and improvements include assets under capital leases of $73 million and $68 million as of June 30,
2007 and 2006, respectively. Machinery and equipment include assets under capital leases of $4 million and
$2 million as of June 30, 2007 and 2006, respectively. Accumulated depreciation related to these assets totaled
$29 million and $23 million as of June 30, 2007 and 2006, respectively.

Note 8. Intangible Assets, Net and Goodwill

The Burger King brand with a carrying value of $906 million and $896 million as of June 30, 2007 and 2006,
respectively, and goodwill with a carrying value of $23 million and $20 miliion as of June 30, 2007 and 2006,
respectively, represent the Company's indefinite-lived intangible assets. The increase in goodwill of $3 million is
. atibutable to acquisitions during 2007. The increase in the net carrying amount of the brand is atiributable to a
$13 million impact from foreign currency translation on the value of the brand recorded in the Company’s EMEA/
APAC reporting segment, offsct by a $3 million reduction in pre-acquisition deferred tax valuation allowances
which was recorded as past of the Transaction described in Note 1 and applied against the brand in accordance with
SFAS No. 109. (Sce Note 14).

The table below presents intangible assets subject to amortization, along with their useful lives (in millions):

’ Years Epded
June 30,

2007 2006

Franchise agreements ....................... Ll Qbyears 374 568
Favorable lease contracts. . ... ....... .o, up to 20 years 27 32
101 100
Accumulated amomization . . . ... ... .. i i i e {21) (21)
Net CATYINg amount .. ... ovett it iinininnenreenenes $8 $79

Amortization expense of franchise agreements totaled $3 miilion for each of the years ended June 30, 2007,
2006 and 2005. The amortization of favorable lease contracts totaled $2 million, $4 million and $3 millton {or the
years ended June 30, 2007, 2006 and 2005, respectively. The 36 million increase in the value of franchise
agreements in 2007 is attributable to the recorded value of reacquired franchise rights, in accordance with Emerging
Issues Task Force (E[TF) No. 04-1, “Accounting for Preexisting Relationships between the Farties to a Business
Combination” (“EITF 04-1"), in connection with the acquisition of franchise restaurants in 2007,
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As of June 30, 2007, estimated future amortization expense of intangible assets subject lo amortization for each
of the years ended June 30th is $4 million in each of 2008, 2009, 2010, 2011 and 2012; and $60 million thereafter.
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Note 9. Earnings Per Share

Basic and diluted earnings per share were calculated as follows:

Years Ended June 30,

2007 2006 2005

Numerator:
Numerator for basic and diluted eamings per

share:
NeliRCOME . . et e e e e iae e $148,123,057 § 27,401,649 $ 47,513,644
Denominator: _
Weighted average shares —basic. ............. 133,912,509 110,327,949 106,499,866

Effect of dilutive securities ................ 2,841,264 4,362,636 410,261
Weighted average shares —diluted ............ 136,753,773 114,690,585 106,910,127
Basic earnings pershare .. .................. $ LI 3 024 % 0.44
Diluted earnings pershare .. . ................ $ 108 § 024 § 0.44

Total debt ...
Less: current maturities of debt. . . ... .. . i i i e e s

Note 10. Other Accrued Liabflities and Other Deferrals and Liabilities

Note 11. Long-Term Debt

Long-term debt is comprised of the following:

....................................................

....................................................

....................................................

....................................................

Total long-term debl. . . . ... . i e e s

The Company does not include uncxercised NQSOs with exercise prices equal to or greater than the average

. market price in its computation of diluted eamings per share as those options would be anti-dilutive. For the years
ended June 30, 2007, 2006 and 2005 there were 1.4 million, 1.2 million and 9.0 million anti-dilutive stock options
outstanding, respectively.

Included in other accrued liabilities as of June 30, 2007 and 2006, were accrued payroll and employee-related
benefit costs totaling $99 million and $10! million, respectively, and income taxes payable of $17 million and
$96 million, respectively.

Included in other deferrals and liabilities as of June 30, 2007 and 2006 were accrued pension liabilities of
$45 mitlion and $49 million, respectively, casually insurance reserves of $26 million and $22 million, respectively,
retiree health benefits of $21 million and $23 million, respectively, and net book value of unfavorable leases of
$209 million and $234 million, respectively.

Years Ended
June 30,
2007 2006
5162 $185
707 809
3 __4
872 998

4)) )
$871 $997
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In July 2003, the Company entered into a $1.15 billion credit agreement, which consists of a $150 million
revolving credit facility, a $250 million term loan (*“Term Loan A™), and a $750 million term loan (*“Term Loan B").
The Company wtilized $1 billion in proceeds from Term Loan A and Term Loan B, $47 million from the revolving
credit facility, and cash on hund to repay in full BKC's existing term loan, payment-in-kind (“PIK") notes issued in
connection with the Transaction, and $16 million in financing costs associated with the new facility. In the first
quarier of 2006, the Company repaid the $47 million outstanding balance on the revolving debt facility. The
unamortized balance of deferred financing costs, totaling $13 million, related to the existing term loan was recorded
as a loss on early extinguishment of debt in the accompanying consolidaled statement of income for the year ended
June 30, 2006.

In February 2006, the Company amended and restated its $1.15 billion secured credit facility (*amended
facility”) to replace the existing $750 million Term Loan B with a new Term Loan B-1 (*Term Loan B-1") in an
amount of $1.1 billion. As a result of this refinancing, the Company received net proceeds of $347 million which, in
addition to cash on hand, was used to make a $367 million dividend payment to the holders of the Company’s
common stock and a one-time compensatory make-whole payment of $33 million to holders of options and
restricted stock units of the Company (see Note 17). The Company recorded deferred financing costs of $3 million
in connection with the amended facility and recorded a $1 million write-off of deferred financing costs relating to
the Term L.oan B, which is recorded as a loss on early extinguishment of debt in the consolidated statement of
income for the year ended June 30, 2006.

In May 2006, the Company utilized a portion of the $392 million in net proceeds received from the 1PO 10
prepay $350 million of principal on the Term Loan A and Term Loan B-1 Loans. As a result of this prepayment, the
Company recorded a $4 million write-off of deferred financing fees as a loss on the early extinguishment of debt in
the accompanying consolidated statement of income for the year ended June 30, 2006.

As of June 30, 2007, the balance of deferred financing costs related to the Term Loan A and Term Loan B-1
was $9 million and is being amortized as a component of interest expense using the effective interest method.

The interest rate under Term Loan A and the revolving credit facility is, at the Company’s option, either (a) the
greater of the federal funds effective rate plus 0.50% or the prime rate (“ABR™), plus a rate not to exceed 0.75%,
which varies according to the Company's leverage ratio or (b) LIBOR plus a rate not to exceed 1.75%, which varies
according to Company's leverage ratio. The interest rate for Term Loan B-1 is, at Company's option, either (a) ABR,
plus a rate of 0.50% or (b) LIBOR plus 1.50%, in each case so long as the Company’s leverage ratio remains at or
below certain levels (but in any event not to exceed 0.75% in the case of ABR loans and 1.75% in the case of LIBOR
loans). The weighted average interest rates related to the Company’s termi debt was 6.91% and 5.89% as of June 30,
2007 and June 30, 2006, respectively.

The amended credit facility contains certain customary financial and other covenants. These covenants impose
restrictions on additional indebtedness, liens, investments, advances, guarantees and mergers and acquisitions,
These covenants also place restrictions on asset sales, sale and leaseback transactions, dividends, payments between
the Company and its subsidiaries and certain transactions with affiliates.

The financial covenants limit the maximum amount of capital expenditures to zn amount ranging from
$180 million to $250 million per fiscal year over the term of the amended facility, subject to certain financial ratios.
Following the end of each fiscal year, the Company is required 1o prepay the term debt in an amount equal to 50% of
excess cash flow (as defined in the senior secured credit facility) for such fiscal year. This prepayment requirement
is not applicable if the Company’s leverage ratio is less than a predetermined amount. There are other events and
transaclions, such as certain asset sales, sale and leaseback transactions resulting in aggregale net proceeds over
$2.5 million in any fiscal year, proceeds from casualty events and incurrence of debt that will trigger additional
mandatory prepayment,
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The amended facility also allows the Company 1o make dividend payments, subject to certain covenant
restrictions, As of June 30, 2007, the Company was in compliance with the financial covenants of the amended
credit facility.

Provided that the Company is in compliance with certain financial covenants, the amended facility allows the
Company to request one or more tranches of incremental term loans up to a maximum amount of $150 million,
although no lender is obligated to provide any incremental term loans unless it so agrees.

BKC is the borrower under the amended facility and the Company and certain subsidiaties have jointly and
severally unconditionally guaranteed the payment of the amounts under the amended facility. The Company, BKC
and centain subsidiaries have pledged, as collateral, a 100% cquity interest in the domeslic subsidiaries of the
Company and BKC with certain exceptions. Furthermore, BKC has pledged as collateral a 65% equity interest in
certain foreign subsidiaries.

During the year ended June 30, 2007, the Company prepaid $125 million of term debt of which $23 million
related 1o the Term Loan A and $102 million related to Term Loan B-1. As of June 30, 2007, the next scheduled
principal payment on term debt is the June 30, 2009 principal payment of $12 million on Term Loan A. During July
2007, the Company prepaid an additional $25 million of term debt (see Note 23). The level of required principal
repayments increases over time thereafter, The maturity dates of Term Loan A, Term Loun B-1, and amounts drawn
under the revolving credit facility are June 2011, June 2012 and June 2011, respeclively.

The aggregate maturities of long-term debt, including the Term Loan A, Term Loan B-1 and other debt as of
June 30, 2007, are as follows (in millions):

00 $ !
)0, P 12
1) 1 o P 63
-0 PP 88
1) 707
B 13T 1= 1 13 (O U 1

$872

As of June 30, 2007, there were no borrowings outstanding under the revolving credit facility; however, there
were $30 million of irrevocable standby letters of credit outstanding, which reduced the amount available under the
revolving credit facility to $120 million as of June 30, 2007. BKC incurs a commitment fee on the unused revolving
credit facility at the rate of 0.50% multiplied by the unused portion.

The Company also has lines of credits with foreign banks, which can also be used to provide guarantees, in the
amounts of $5 million as of June 30, 2007 and 2006, respectively. The Company had issued $2 million of guarantees
against these lines of credit as of June 30, 2007 and 2006, respectively.

Note 12. Derivative Instruments
Interest Rate Swaps

As of June 30, 2006, the Company had interest rate swap contracts with a notional value of $750 million that
were designaled as cash flow hedges under SFAS No. 133. These swaps were used to convert the floating interest
ratc component of a portion of the Company’s LIBOR-based term debt to fixed rates (hedged forecasted
transaction). In September 2006, the Company settled the swaps which had a fair value of $12 miltion. Upon
settlement of the swaps, the balance in accumulated other comprehensive income represented the after-tax
unrealized gain from the change in fair value of the swaps through the termination date. This balance is recognized
into earings as a reduction of interest expense over the remaining term of debt underlying the original hedge. For
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the year ended June 30, 2007, $6 million was recognized into eamings as a reduction to interest expense in the
accompanying consolidated statements of income, An additional $2 million is expected to be recognized into
earnings during the year ending June 30, 2008 as a reduction 10 interest expense.

In September 2006, the Company entered into interest rate swap contracts with a notional value of $440 million
and designated them as cash flow hedges under SFAS No. 133. These swaps mature through September 2011 and
are being used to hedge forecasted LIBOR-based interest payments on variable rate debt (hedged forecasted
transaction). The fair value of these swaps as of June 30, 2007 was $5 million and is recorded in other assets in the
accompanying consolidated balance sheet, with an offseiting unrealized gain recorded in accumulated other
comprehensive income in the balance sheet. The unrealized gain in accumulated other comprehensive income
related 10 these hedges is expected to be recorded in the Company’s consoliduted statement of income in the future
and will offset imerest expense on certain variable rate debt. The actual amounts that will be recorded to the
Company's consolidated statement of income could vary from this estimated amount as a result of changes interest
rates in the future.

Excluding amounts recognized into camnings from swaps that bave been seuiled as discussed above, the
Company recognized $1 million into earnings as a reduction of interest expense in the accompanying consolidated
statements of income for each of the years ended Junc 30, 2007 and 2006 related to swaps. There was no
ineffectiveness recorded in carnings during the years ended June 30, 2007 and 2006 related 1o these swaps. The
Company had no swaps outstanding during the year ended June 30, 2005.

Foreign Currency Forward Contracts

The Company utilizes foreign currency forward contracts as economic hedges to offset the impact from
transaction gains and losses recorded by the Company from changes in the expected amount of functional currency
cash flows upon settlement of intercompany loans denominated in foreign currencies. The fair value of these
forward contracts is reflected in current liabilities in the accompanying consolidated balance sheets. Changes in fair
value of these forward contracts are recorded in earnings in other operating (income) expense, net. For the years
ended June 30, 2007, 2006 and 2005, the Company recorded $16 million, $5 million and zero, respectively, of losses
from the change in fair value of these forward contracts, which were offset by transaction gains of $23 million and
$6 million during the same periods, respectively, from changes in the expected amount of functional currency cash
flows upon settlement of intercompany loans denominated in foreign currencies.

Note 13. Interest Expense

Interest expense consists of the following (in millions):

Years Ended June 30,
2007 2006 2008

Term loans and PIK NOWES . - . o ittt ittt s vt emnne e esans $63 $72 $14
Capital lease obligations ....... ... 00 1o 9 _8
-1 RO O $73 s81 382

As discussed in Note 11, the Company has $9 million of unamortized deferred financing costs. These fees are
classified in other assets, net and are amortized over the term of the dett into interest expense on term debt using the
effective interest method.
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Note 14. Income Taxes

Income (loss) before income taxes, classified by source of income, is as follows (in millions):

Years Ended June 30,
207 205 2m0s

DOMESIIC ...ttt i i e e $217 79 $93
POTEI N . . oo e et e 6 _1 _(13
Income before income taxes. ... ..ooviini it e $223 §$80 §78

Income tax expense (benefit) attributable 1o income from continuing operations consists of the following
{in millions):
Years Ended June 30,
007 2006 2005

Current:
Domestic
Federal .. ..o e e e e, $52  $(16) 318
State, net of federal income tax benefit .. ...... ... ... . v innnn 5 (1) 2
0] O _8 _2 _2
65 (5 2
Deferred:
Domestic
Federal . oyt e e e e e e e e e 8 50 13
State, net of federal income tax benefit .. ......... ... ... ... — 5 (3)
Y (T _2 _13 (M
10 68 9
17 A $75 §$53 831

The U.S. Federal tax stamtory rate reconciles 1o the effective tax rate as follows:

Years Ended June 30,
2007 2006 2005

BIS. Federal income (ax rate. ... ...t it it it i atren e anne 350% 35.0% 35.0%
State income taxes, net of federal income tax benefit. ... ............... 2.1 28 28
Benefit and 1axes related to foreign operations. .. ... ... .. ... vvinn. (3.5 L1 (12.2)
Foreign exchange differential ontax benefits . . . ...................... (1.5 (1.9 4.8
Change in valuation alloWance .. ..........covivininionrannainn.. 3. 09 101
Change in accrual for tax uncenainties . ............ ... ... iuinann (2.0) 184 4.4
871 1= 04 — 2

Effectiveincome tax rale. .. ..., .ot 33.6% 66.3% 39.7%

The Company’s effective tax rate was 33.6% for the year ended June 30, 2007, primarily as a result of tax
benefits realized from an operational realignment of the Company’s European and Asian businesses and from the
reduction in tax accruals due to the resolution of certain tax audit matters. During the year ended June 30, 2006, the
Company recorded accruals for tax uncertainties of $15 million and changes in the estimate of tax provision of
$7 million, which resulted in a higher effective tax rate for the year.
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The income tax expense includes an increase in valuation allowance related to deferred tax assets in foreign
jurisdictions of $5 million, $1 million and $12 million for the years ended June 30, 2007, 2006 and 2005,
respectively. For the year ended June 30, 2005, the valuation allowance decreased by $4 million for certain states.
This reduction was a result of determining that it was more likely than not that certain state loss carryforwards and
other deferred tax assets would be realized.

The following table provides the amount of income tax expense (benefit) allocated to continuing operations
and amounts separately allocated to other items (in millions):

Years Ended June 30,
2007 2006 2005

Income tax expense from continuing operations. . ......... ... $75 3§53 83
Inicrest rate swaps in eccumulated other comprehensive income {loss) . ... ... (6) 10 -
Pension liability in accumulaied other comprehensive income (loss). .. ... ... 4 2 2
Adjustments to deferred income taxes retated tobrand. . ............. ..., — 6 —
Adjustments to the valuation allowance related to brand (See Note 8). ....... 3 02 —

$70 $47 52

The significant components of deferred income tax expense (benefit) attributable to income from continuing
operations are as follows (in millions):

Years Ended June 30,
007 2006 2008

Deferred income tax expense (exclusive of the effects of components listed

Y3 1 $7 %67 $2
Change in valuation allowance, net of amounts allocated as adjustments to

purchase aCCOUNEING. . . . ...t ie i v s ittt v e 5 | 8
Change in effective state income tax rate .. ........ . ... ... i 2 = )

B L1+ O $10 S$68 59

Deferred tax assets and liabilities at the date of the Transaction were recorded based on management’s best
estimate of the ultimate tax basis that will be accepted by the tax authoritics. At the date of a change in
management’s best estimate, deferred tax assets and liabilities are adjusted to reflect the revised lax basis. Pursuant
to SFAS No. 109, certain adjustments to deferred taxes and reductions of valuation allowances established in
purchase accouniing would be applied as an adjustment to the Company’s intangible assets. During the years ended
June 30, 2007 and June 30, 2006, the Company recorded reductions in the valuation allowance of $3 million and
$12 million, respectively, which were applied to reduce intangible assets. Based on the provisions of SFAS No, 109,
approximately $67 million of valuation allowance, if realized. will be applied to reduce intangible assets,
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The 1ax effects of temporary differences that give rise to significant portions of the deferred tax assets and
deferred 1ax liabilities are presented below (in millions):

As of June 30,
007 2006
Deferred tax assets:
Trade and notes receivable, principally due to allowance for doubtful accounts. ... $ 21§ 28
Accrued employee benefils. . ... i i i 30 31
Unfavorable JEases . . .o ottt e 92 101
Liabilities not currently deductible fortax. . ..... ... ... ..o it 52 45
Tax loss and credit carryforwards ... ... ... o il 78 38
Property and equipment, principally due to differences in depreciation. . ........ 72 61
9111~ PP _ 3 _1
348 311
Valuation allowance . . .. ...ttt i e et e 98 (89
250 222
Less deferred tax linbilities:
Intangible aSSEiS. . .. .ttt e e 221 212
=213 48 49
269 261
Net deferred 1ax liability. ... ... ..o it $19 $39

For the year ended June 30, 2007, the valuation allowance increased by $9 miilion. After considering the level
of historical taxable income, projections for future taxable income over the periods in which the deferred tax assets
are deductible and the reversal of deferred tax liabilities, management believes it is more likely than not that the
benefits of certain foreign net operating loss carryforwards and other deferred tax assets will not be realized.

Changes in valuation altowance for the years ended June 30, 2007, 2006 and 2005 are as follows:

Years Ended June 38,
2007 2006 2008

Beginning balance . ....... . .. i $89 $78 865
Change in estimates recorded to deferred income 1ax expense. . .......... 5 1 8
Change in estimates in valuation allowance recorded to intangible assets . . . 3 (12) -
Change due to increase in deferred tax assets that are fully reserved.. ... .. - 20 5
Changes from foreign curtency exchange ratés. . ................ovvnn 1 _2 =

Ending balance . . ... ... et e ae e $98 §389 378

H
||

The Compuny has no federal loss carryforwards in the United States and has state loss carryforwards of
$44 million, expiring between 2008 and 2026. In addition, the Company has foreign loss camryforwards of
$159 million expiring between 2009 and 2022, and foreign loss carryforwards of $158 million that do not expire.

Deferred 1axes have not been provided on basis difference related 10 invesiments in foreign subsidiaries. These
differences consist primarily of $37 million of undistributed eamings, which are considered to be permanently
reinvested in the operations of such subsidiaries outside the U.S. Determination of the deferred income 1ax liability
on these unremitted eamings is not practicable. Such liability, if any, depends on circumstances existing if, and
when remittance occurs.
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As a matter of course, the Company is regularly audited by various tax authoritics. From time to time, these
audits result in proposed assessments where the ultimate resolution may result in the Company owing additional
taxes. The Company belicves that its tax positions comply with applicable tax law and that it has adequately
provided for these matters.

During 2006, the Company regionalized the activities associated with managing its European and Asian
businesses, including the transfer of rights of existing franchise agreements, the ability to grant future franchise
agreements and utilization of the Company's intellectual property assets in EMEA/APAC, in new European and
Asian holding companies. The new holding companies acquired the intellectual property rights from BKC, a
U.S. company, in a transaction that generated a taxable gain for BKC in the United States of $328 million.

Note 15. Related Party Transactions

In connection with the Company's acquisition of BKC, the Company entered into a management agreement
with the Sponsors for monitoring the Company's business through board of director participation, execulive team
recruitment, interim senior management services and other services consistent with arrangements with private
equity funds (“the management agreement”). Pursuant to the management agreement, the Company was charged a
quarterly fee not to exceed 0.5% of the prior quarter’s total revenues. The Company incurred management fees and
reimbursable out-of-pocket expenses under the management agreement totaling $9 million per year, for fiscal years
ended June 30, 2006 and 2005. In May 2006, the Company paid a termination fee totaling 330 million to the
Sponsors to terminate the management agreement upon the completion of the IPO. These fees and reimbursable
out-of-pocket expenses were recorded within fees paid to affiliates in the accompanying consclidated statements of
income.

In connection with the July 2005 refinancing described in Note 11 above, the Company repaid the PIK notes
payable to the private equity funds controlled by the Sponsors und issued in connection with the Transaction
described in Note | above. Interest of $2 million accrued prior to the repayment was reflected in the Company's
staternent of income during the year ended June 30, 2006. The Company recorded $23 million of interest expenses
during the year ended June 30, 2005 on outstanding balances of PIK notes.

In February 2006, the Company paid $33 million to holders of vested and unvested stock options and RSU's of
the Company, primarily members of senior management and the Board of Directors, in order to compensate such
holders for the decrease in value of their equity inierests as a result of the February 2006 dividend payment (see

‘Note I7).

A former member of the Board of Directors of the Company, who resigned from the Board effective April I,
2007, has a direct financial interest in a company which is the landlord under a lease for a new corporate
headquarters facility that the Company had proposed to build in Coral Gables, Florida. In May 2007, the Company
terminated the lease and incurred costs of $7 million, inctuding a termination fee of $5 million paid by the Company
1o the landiord, which includes a reimbursement of the landlord’s expenses.

An affiliate of one of the Sponsors participated as one of the joint book-running managers of our PO in May
2006. This affiliate was paid $5 million pursuant to a customary underwriting agreement among the Company and

the several underwriters. .

During the year ended June 30, 2007, the Company paid a 1otal of $1 million in registration expenses relating to
the secondary offering (see Note 1}. This amount included registration and filing fees, printing fees, external
accounting fees, ali reasonable fees and disbursements of one law firm selected by the Sponsors and all expenses
related to the road show for the secondary offering.
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Note 16. Leases

As of June 30, 2007, the Company leascd or subleased 1,087 restaurant properties to franchisees and non-
restaurant propertics to third parties under capital and operating leases, The building and leasehold improvements of
the income leases with franchisees are usually accounted for as direct financing leases and recorded as a net
investment in property leased to franchisees, while the land is recorded as operating leases. Most leases to
franchisees provide for fixed payments with contingent rent when sales exceed certain levels. Lease terms generally
range from 10 10 20 years. The franchisees bear the cost of maintenance, insurance and property taxes.

Property and equipment, net leased to franchisees and other third parties under operating leases was as follows
(in millions):

Years Ended
June 30,
2000 2006
T e $197 5196
Buildings and improvements . ... .......vvreenr it 85 78
ReSIQUIAN CQUIPIENL. . . . o\ttt t e e et o on e et aarireannearans 3 2
285 276
Accumulated depreciation .. ... .. .. i i i e e 29)  (23)
$256  $253

Net investment in property leased to franchisees and other third parties under direct financing leases was as
follows (in millions):

Years Ended
June 30,

2007 2006
Future minimum remts to be received . ... ... .. ot 3330 $353
Estimated unguaranteed residual value . .. ... ... i 4 4
Uneammed IC0MIE. « o o o sttt e s e et (183 (200)
Allowance on direct financing leases . ... ... ..o et (hH (2)
150 155
Current portion included within trade receivables . .............o v (8) {7
Net investment in property leased to franchisees. .. ...... ... oot $§142 § 148

In addition, the Company is the lessee on land, building, equipment, office space and warchouse leases,
including 236 restourant buildings under capital leases. Initial lease terms are generally 10 to 20 years. Most leases
provide for fixed monthly payments. Many of these leases provide for future rent escalations and renewal options.
Certain leases require contingent rent, determined as a percentage of sales, generally when annual sales exceed
specific levels, Most leases also obligate the Company to pay the cost of maintenance, insurance and property laxes.
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As of June 30, 2007, future minimum lease receipts and commitments were as follows (in millions):

Lease Receipts

Direct Lease Commitments
Financing  Operating  Capilal  Operoting

Leascs Leases Lenses Leases

2008 .. e e 33 $ 7 $ 14 $ 160
2009 ... . e e 30 62 14 148
2000 L e e e s 30 59 13 136
7.1 28 54 13 126
20012 L e 26 48 12 116
Thereafter ........ ... 00t iiiiiiiea., _186 323 74 737
Total ... . e e @ $617 $140 $1,423

The Company’s total minimum obligations under capital leases are $140 million and $134 million as of
June 30, 2007 and June 30, 2006 respectively. Of these amounts, $69 million and $67 million represents interest as
of June 30, 2007 and June 30, 2006. The remaining balance of $71 million and $67 million is reflected as capital
lease obligations recorded in the Company's consolidated balance sheet, of which $4 million is classified as current
portion of long-term debt and capitai leases as of June 30, 2007 and June 30, 2006.

Property revenues are comprised primarily of rental income from operating leases and ¢arned income on direct
financing leases with franchisees as follows (in millions):

Years Ended June 30,
2007 2006 2005

Rental incomne:

Minimim .. et e $7% $74 $78
L0041 | 16 14 13
Total rental inCOME . ... ..ttt it i e 92 88 9N
Earned income on direct financing leases. . . ............ .. ..o 0. 24 24 29
Total Property rEVENUES . .. . vt v it ir e ia i eanreann $1i6  $112  $120

Rent expense associated with the lease commitments is as follows (in millions):

Years Ended June 30,
2007 2006 2005

Remal expense:

T T T+ P $155 3151 %145
Contingent ... .. .ttt ittt it ittt iaa iy 7 6 6
Amortization of favorable and unfavorable lease contracts, net . .......... (25) (24) (29)
Total rental eXPense. . . ..o vttt e $137 8133 $122

Favorable and unfavorable lease contracts are amortized over a period of up 10 20 years and are included in
occupancy and ather operating costs and property expenses, respectively, in the consolidated statements of income.
Amortization of favorable lease contracts totaled $2 million, $4 million and $3 million for the years ended June 30,
2007, 2006 and 2005, respectively. Amortization of unfavorable lease contracts totaled $25 million, $28 million and
$32 million for the years ended June 30, 2007, 2006 and 2005, respectively.
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Unfavorable leases, net of accumulated amortization totaled $209 million and $234 million as of June 30, 2007
and June 30, 2006, respectively. Unfavorable leases, net of amortization are classified within other deferrals and
liabilities in the accompanying consolidated balance sheets.

As of June 30, 2007, estimated future amortization expense of unfavorable lease contracts subject to
amortization for cach of the years ended June 30th is $24 million in 2008, $22 miltion in 2009, $21 million in
2010, $19 million in 2011, $18 million in 2012 and $105 million thereafter.

Note 17. Stockholders’ Equity
Capital Stock

Upon completion of the Transaction described in Note | above, on December 13, 2002, the Company was
initially capitalized as a limited liability company with $398 million in cash. On June 27, 2003, the Company was
converted to a corporation and issued an aggregate 104,692,735 shares of common stock to the private equity funds
controlled by the Sponsors.

In connection with the 1PO as described in Note |, the Board of Directors of the Company (1) authorized an
increase in the number of shares of the Company's common stock, par value $0.01 per share, to 300 million shares,
(2) authorized a 26.34608 to 1 stock split on common stock and (3) authorized 10 million shares of a new class of
preferred stock, with a par value of $0.01 per share. As of June 30, 2007, no shares of preferred stock were issued or
outstanding. All shares in the accompanying consolidated financial statements have been adjusted to reflect the
stock split on a retroactive basis.

Dividends Paid and Return of Capital

On February 21, 2006, the Company paid a dividend of $367 million, or $3.42 per issued and outstanding
share, to holders of record of the Company's common stock on February 9, 2006, including members of senior
management (“special dividend”). The payment of the dividend was financed primarily from proceeds of the
amended facility (se¢ Note § 1) and was recorded as a cash dividend of $100 million (30.93 per share) charged 1o the
Company's historical cumulative retained earnings through the dividend date, and as a retum of capital of
$267 million ($2.49 per share) charged to additional paid-in capital in the accompanying consolidated statement of
stockholders’ equity and other comprehensive income for the year ended June 30, 2006.

During the year ended June 30, 2007, the Company declared two quarterly cash dividends of $0.0625 per share
on its commeon stock. Total dividends paid by the Company during the year ended June 30, 2007 was $17 million,

Compensatory Make-Whole Payment

In February 2006, the Company paid $33 million to holders of vested and unvested stock options and RSU’s of
the Company, primarily members of senior management and the Board of Directors, in order to compensate such
holders for the decrease in value of their equity interests as a result of the February 2006 dividend payment. The
make-whole payment was recorded as employee compensation cost, and is included in selling, general and
administrative expenses in the accompanying statement of income for the year ended June 30, 2006.

Note 18. Pension and Post Retirement Medical Benefits

The following disclosures reflect the Company's fourth quarter of fiscal year 2007 adoption of the recognition
and disclosure provisions of SFAS 158 as discussed in Note 2.

Pension Benefits

The Company sponsors noncontributory defined benefit pension plans for its salaried employces in the United
States (the “U.S. Pension Plans”) and certain employees in the United Kingdom and Germany (the “Intemnational
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Pension Plans™). Effective December 31, 2005, all benefits accrued under the U.S. Pension Plans were frozen al the
benefit level attained as of that date, As a resuit, the Company recognized a curtailment gain of $6 million, as a
component of net periodic benefit cost for the year ended June 30, 2006, In conjunction with the curtailment gain,
the Company made a one-time distribution totaling $6 million on behalf of those U.S. Pension Plan participants who
were affected by the cunailment. The distribution was paid by the Company in cash or contributed to the Burger
King Savings Plan or Executive Retirement Plan account of the participant.

Postretirement Medical Benefits

The Company’s postretirement medical plan (the “U.S. Medical Plan™) provides medical, dental and life
insurance benefits to U.S. salaried retirees and their eligible dependents. The amount of retirement health care
coverage an employee will receive depends upon the length of credited service with the Company, multiplied by an
annual factor 1o determine the value of the post-retirement health care coverage.

The U.S Medical Plan also provides prescription drug coverage 1o retirees as a primary provider in liev of
Medicare Pant D. Recent tegislation enacted will result in the federal government paying a special direct subsidy to
employers (the “Part D subsidy”) as an incentive to encourage employers to continue providing prescription drug
coverage to Medicare-eligible employees. Under the subsidy, an employer may receive an annual amount equal to
28 percent of the allowable retiree drug costs between $250 and $5,000. The annual effect of the Part D subsidy is
reflected in the Company's estimated future cash flows for the U.S. Medical Plan,

401(k) Benefits

The Company sponsors the Burger King Savings Plan (the “Savings Plan"). a defined contribution plan under
the provisions of section 401(k) of the Internal Revenue Code. The Savings Plan is voluntary and is provided to all
cmployees who meet the eligibility requirements.

A participant can elect to contribute up to 50% of their compensation subject to IRS limits and the Company
matches 100% of the first 6% of employee compensation.

Effective July 1, 2007, the Company added the Burger King Holdings, Inc. Stock Fund (the “BK Stock Fund™)
to the Savings Plan as an investment option. Participants in the Savings Plan may direct no more than 10% of their
investment clections to the BK Stock Fund and no more than 10% of their 1otal account balance.

Non-Qualified Deferred Compensation Plan

The Company also maintains an Executive Retirement Plan (“ERP") for all officers and senior management.
Officers and scnior management may elect to defer up to 50% of base pay once 401(k) limits are reached and up to
100% of incentive pay on a before-tax basis under the ERP. BKC provides a dollar-for-dollar match up to the first
6% of base pay. Additionally, the Company may make a discretionary contribution ranging from 0% to 6% based on .
the Company's performance. The balance in the ERF as of June 30, 2007 and 2006 was $22 million and $15 million,
respectively. Effective July 1, 2007, the Company established a Rabbi Trust to maintain the liability of the ERP,
eliminated the fixed return on participant accounts and established 10 investment funds for ERP panicipants to
invest in.

Amounts recorded in the consolidated statements of income representing the Company's matching contri-
butions to the Savings Plan and the ERP for fiscal years 2007, 2006 and 2005 totaled $4 million for each year,
respectively.
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Obligations and Funded Status

The following table sets forth the change in benefit obligations, fair value of plan assets and amounts
recognized in the balance sheets for the U.S. Pension Plans, Intemational Pension Plans and U.S, Medical Plan

(in millions):

Change in benefit obligation
Benefit obligation at beginning of year .. ...............
SErVICE COSL .. ..ot i it
TOLELESE COSE + « v v e v v e e e e e e e e e e e e e eeenes
Actuarial (gains) losses. . ... ... .. i
Cunailment gain. . ........ . uiiirraii it
Benefits paid . ....... ... . i i

Benefit obligation atendof year. . .......... ... . 0 ol
Change in plan assets
Fair value of plan assets at beginning of year. . ...........
Actual returnon plan assets ........ .. o el
Employer contributions . . . ..... ... .. o i
Benefuspaid ...........c it

Fair value of plan assets atend of year . ..................

Fundedstatusof plan........... .o

Amounts recognized in the consolidated balance sheet as of
June 30, 2007
NONCUITENE 855818 . . .. o\ v i i innsia i nannnns
Current liabilities . .......... ... i,
Noncurrent liabilities . ......... ... ... i nenn

Net pension liability, end of fiscal year . ..................

Amounts recognized in the consolidated balance sheet as of
June 30, 2006

Accrued benefit lability . ... ... .. ..

Amounts recognized in accumulated other comprehensive
income (AOCI)

Unrecognized actuarial gain . ............... ... .. .0v0s
AOCI due to initial adoption of SFAS 158 (before tax) .......

- US, International US.
Pension Plans Penslon Plans Medica) Plan
007 2006 2007 2006 2007 2006
$142 $165 $20 816 $22 $22
—_ 3 2 2 i 1
9 9 ] I l 1
1 gy @ - 1) (1
- @) = - = =
_® @ = 1 _m _m
146 142 20 20 22 2
95 g2 15 1t = -
9 7 2 3 — -
3 10 1 ;- —
_® @ = = _= _=
dor 95 18 15— _=—
369 36D 30 39 0D 0
$§— §— $3 $%— §$— 85—
m - — — O -
@ = e = @) =
69 S= 30 = s S
S= s = 30 S 809
$@ $— 3O 3—- 5O $—
Q) $— 36 = 3B $—

The estimated net gain for the U.S. Pension and Medical Plans and the International Pension Plans that will be
amortized from accumulated other comprehensive gain into net periodic pension costs in fiscal year 2008 is not

significant.
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Additional year-end information for the U.S. Pension Plans and International Pension Plans with
accumulated benefit obligations in excess of plan assets

The following sets forth the projected benefit obligation, accumulated benefit obligation and fair value of plan
assets for the U.S. Pension Plans and International Pension Plans with accumulated benefit obligations in excess of
plan assets (in millions):

US, Internatlonal
Pension Plans Pension Plans
2007 2006 2007 2006

Projected benefitobligation . . ... ........ ... .. L oL, $145 §$142 $5 320
Accumulated benefit obligation .. ........... ... ... o $145 3142 §$5 313
Fair value of plan assets .............civeininnnnnnnnannnn $101 $95 $— 8315

As of June 30, 2007 the projected benefit obligation of the Germany pension plan exceeds plan assets by
$5 million, as there are no assets in this plan.

Components of Net Periodic Benefit Cost

A summary of the components of net periodic benefit cost for the U.S. Pension Plans and International Pension
Pians and U.S. Medical Plan is presented below (in millions):-
International

US. Pension Plans Pension Plans U.S Medical Plan
2007 2006 2005 2007 2006 2005 2007 2006 2005

SEIVICE COSL. . ot vttt it i i $— $3 84 82 52 %2 %1 311 51
Interest Cost. . ... .voer it i 8§ 9 9 | | | | ] ]
Expected return on plan assets . . ............ ® ® ® I M H - - —
Curtailment gain . ....................... - 6% - - = = - = -
Amortization of prior service cost ... ........ —_ ]l - - = = = = -
Rccognizcd net actuarial loss . .............. —_ - _l - = = = = =
Net periodic beaefitcost .................. $— $(1)$8 $2 $2 $2 $2 §2 §2
Assumptions

The weighted-average assumptions used in computing the benefit obligations of the U.S. Pension Plans and
U.S. Medical Plan are as follows:

US. Pension Plans U.S. Medlcal Ptan
2007 2006 2005 2007 2006 2005
Discount rate as of year-end . ... ................ 607% 6.09% 5.86% 6.07% 6.09% 5.86%
Range of compensation rate increase.............. N/A* 475% 4.75% N/A N/A N/A

* The Company curtailed the U.S Pension Plan during the year ended June 30, 2006.

The Company uses the Moody's long-term corporate bond yield indices for Aa bonds plus an additional
25 basis points to reflect the longer duration of the plans, as the discount rate used in the calculation of the benefit

obligation.
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The weighted-average assumptions used in computing the net periodic benefit cost of the U.S. Pension Plans
and the U.S. Medical Plan are as follows:

U.S. Penslon Plan-(s) US. Medical Plan
007 2006 2005 2007 2006 2005
DiSCOUNTIAIE . ... v it iie e iiae i 6.09% 5.86% 6.00% 6.09% 586% 6.00%
Range of compensation rale increase. ..........-.. N/A* 4.75% 475% N/IA  NA N/A
Expected long-term rate of retumn on plan assets . . . . . 8.25% B8.75% B875% N/A NA NA

* The Company cuntailed the U.S Pension Plan during the year ended June 30, 2006.

The expected long-term rate of return on plan assets is determined by expected future retums on the asset
categories in target investment allocation. These expected returns are based on historical retumns for each asset’s
category adjusted for an assessment of current market conditions.

The assumed heatthcare cost trend rates are as follows:

Years Ended June 30,
2007 1006 2005

Healthcare cost trend rate assumed fornext year. . .........00voeoaann 10.00% 10.00% 9.00%
Rate to which the cost trend rate is assumed to decline (the ultimate trend

1) T 5.00% 5.00% 5.00%
Year that the rate reaches the ultimate rend rate. . . ..., . ... e 2016 2016 2013

Assumed healthcare cost trend rates do not have a significam effect on the amounts rcported for the
postretirement healthcare plans, since a one-percentage point change in the assumed healthcare cost trend rate
would have a minimal effect on service and interest cost and the postretirement obligation.

Plan Assets

The fair value of plan assets for U.S. Pension Plans as of March 31, 2007 and 2006 was $10! million and
$95 million, respectively. The fair value of plan assets for the International Pension Plans was $18 miilion and
$15 million at April 30, 2007 and 2006, respectively.

The following table sets forth the asset allocation for U.S. and Intemational Pension Plans’ assets at the
measurement date:

US. Internationad

Pension Plans  Pension Plans
Equity SECURITIES .. ... ..t it it ine e aas % 70%
Dbt SBCUIES. . .ottt e e e ey 29% 28%
01 1T - _2%
100% 100%

The investment objective for the U.S. Pension Plans is to secure the benefit obligations to participants white
minimizing costs 10 the Company. The goal is to optimize the long-term return on plan assets at an average level of
risk. The portfolio of equity securities includes primarily large-capitalization U.S. companies with a mix of small-
capitalization U.S, and international companies.

Estimated Future Cash Flows

Total contributions to the U.S. Pension Plans and Intermnational Pension Plans were $4 million, $2 million and
$17 million for the years ended June 30, 2007, 2006 and 2005, respectively.
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The U.S. and International Pension Plans’ and U.S. Medical Plan’s cxpected contributions to be paid in the

next fisca) year, the projected benefit payments for each of the next five fiscal years and the total aggregate amount
for the subsequent five fiscal years are as follows:

US. International US.
Pension Plans Pension Plans Medical Plan*
Estimated Net Contributions During Fiscal 2008: .. ... $5 — Y|
Estimated Future Year Benefit Payments During Years
Ended June 30,
2008 ... e $5 $— sl
2000 L. e e e, 5 —_ 1
2000 ... e e e 5 — 1
2000 i i e 5 —_ 1
2002 . e e e 6 — 2
2013-2017 .o e e 37 2 9

* Net of Part D Subsidy

The Company uses a measurement date of March 31 for the U.S. Pension Plans, U.S. Medical Plan and the
Germany pension plan;.a measurement date of April 30" is used for the United Kingdom pension plan.

Note 19. Other Operating Expenses (Income), Net

Other operating expenses (income), net, consist of the following (in millions):

Years Ended June 30,
007 2006 2005

(Gains) losses on asset acquisitions, closures and dispositions ... ........... $(¢5) s 3%13
Impairment of long-lived assets .. ......... .. ... o iiiiiiviii i —_ — 4
(Recovery) impairment of investments in franchisee debt . ................ —_ 2 4
Litigation settlements and TeSEIVES . . . ... ..ot i i i s 2 —_ 2
0T 2 3 1

(-]
—~
[
v
©9
-
~J
e
o
W
-9

Other operating ¢xpenses (inCOmMe), MEL . . .. ... ..o vivvnerononsanais

The $2 million of other, net within other operating income, net for the year ended June 30, 2007 included a
realized gain of $7 million from forward currency contracts used to hedge intercompany loans denominated in
foreign currencies offset by 37 million in cost associated with the lease termination of the Company’s proposed new
headquarters, and $3 million in franchise workout costs.

The $3 million of other, net within other operating income, net for the year ended June 30, 2006 included a
recovery of $1 million from investments in & joint venture in New Zealand that has since been dissolved, offset by
$4 million of closed restaurant expenses incurred in the U.K. and the U.S.

The $11 million of other, net within other operating expense, net for the year ended June 30, 2005 included
$5 million in setilement losses incurred with the acquisition of franchise restaurants, and $5 million in costs
associated with the franchisee financial restructuring program (“FFRP") program,
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Note 20. Commitments and Contingencies
Franchisee Restructuring Program

During 2003, the Company initiated a program designed to provide assistance to franchisees in the United
States and Canada experiencing financial difficulties. Under this program, the Company worked with franchisces
meeting certain operational criteria, their lenders, and other creditors to atiempt to strengthen the franchisces’
financial condition. As part of this program, the Company has agreed to provide financial support to certain
franchisees.

In order to assist certain franchisees in making capital improvements o restaurants in need of remodeling, the
Company provided commitments to fund capital expenditure loans (“Capex Loans™) and to make capital expen-
ditures rclated to restaurant properties that the Company leases to franchisees. Capex Loans are typically unsecured,
bear interest, and have 10-year terms. Through June 30, 2007, the Company has funded $4 million in Capex Loans
and has made $3 million of improvements to restaurant properties that the Company leases to franchisees in
connection with these commitments. As of June 30, 2007, the Company has potential commitments remaining to
provide future Capex Loans of $7 million and to make up to $9 million of improvemenis to properties that the
Company leases to franchisees. These notes extend over a peried of up to five years.

The Company provided $2 million, $2 million and $3 million of temporary reductions in rent (“rent relief”) for
certain franchisces that leased restaurant property from the Company in the fiscal years ended June 30, 2007, 2006
and 2005, respectively. As of June 30, 2007, the Company has potential commitments remaining to provide future
rent relief of up 10 $7 million extending over a period of up to 17 years. ’

Contingent cash ow subsidies represent potential commitments by the Company to provide future cash grants
to certain franchisees for limited periods in the event of failure to achieve their debt service coverage ratio. No
contingent cash flow subsidies were provided through June 30, 2007. The maximum contingent cash flow subsidy
commitment for future periods as of June 30, 2007 is $3 million. Upon funding, in most instances, the subsidies will
be added to the franchisee’s existing note balance.

Guarantees

The Company guarantees cenain lease payments of franchisees arising from leases assigned in connection
with sales of Company restaurants 1o franchisees, by remaining secondarily liable for base and contingent rents
under the assigned leases of varying terms. The maximum contingent rent amount is not determinable as the amount
is based on future revenues. In the event of default by the franchisees, the Company has typically retained the right
10 acquire possession of the related restaurants, subject to landlord consent. The uggregate contingent obligation
arising from these assigned lease guarantees was $112 million as of June 30, 2007, expiring over an average period
of seven years.

Other commitments arising out of normal business operations were $14 million and $10 million as of June 30,
2007 and 2006, respectively, of which $8 million and $6 million, respectively were guaranteed under bank
guarenice arrengements.

Letters of Credit

As of June 30, 2007, there were $30 million in irrevocable standby letters of credit outstanding, which were
issued primarily to certain insurance carriers 1o guarantee payment for various insurance programs such as health
and commercial liability insurance, ull of which were issued under the Company's $150 million revolving credit
facility (See Note 11). As of June 30, 2007, no amounts had been drawn on of these irrevocable standby letters of
credit.

As of June 30, 2007, the Company had posted bonds totaling $2 million, which related to certain utility
deposits.
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Vendor Relationships

In fiscal 2000, the Company entered into long-term, exclusive contracts with the Coca-Cola Company and with
Dr Pepper/Seven Up, Inc. to supply Company and franchise restaurants with their products and obligating Burger
King restaurants in the United States to purchase a specified number of gallons of soft drink syrup. These volume
commitments are not subject to any time limit. As of June 30, 2007, the Company estimates that it will take
approximately 15 years to complete the Coca-Cola and Dr Pepper/ Seven Up, Inc. purchase commitments, In the
event of early termination of these arrangements, the Company may be required to make termination payments that
could be material to the Company’s results of operations and financial position. Additionally, in connection with
these contracts, the Company has received upfront fees, which are being amortized over the term of the contracts.
As of June 30, 2007 and 2006, the deferred amounts totaled 321 million and $23 million, respectively. These
deferred amounts are amortized as a reduction to food, paper and product costs in the accompanying consolidated
statements of income.

As of june 30, 2007, the Company had $12 million in aggregate contractual obligations for the year ended
June 30, 2008 with a vendor providing information technology services under six separate arrangements. These
contracts extend up (o four years with a termination fee ranging from less than $1 million to $3 million during those
years. The Company also has a scparate arrangement with an aggregale contractual ebligation of $4 million over
3 years with no early termination fee.

The Company also enters into commitments to purchase advertising. As of June 30, 2007, commitments o
purchase advertising totaled $80 million.

Litigation
On July 10, 2007, a purported class action lawsuit was filed against the Company in the United States District
Counrt for the Southern District of Florida. The plaintiff filed an amended complaint on August 3, 2007. The case
alleges liability under the Fair and Accurate Credit Transactions Act for failure to truncate credit and debit card
account numbers and/or omit the expiration date on customer receipts, and seeks monetary damages, including
statwtory damages, punitive damages, costs and attorneys' fees, and a permanent injunction against the alleged
unlawful practice. Similar complaints have recently been filed against many other retailers. The case is in the
preliminary stages. Therefore, the Company is unable to determine the ultimate outcome of the litigation, and any
ultimate effect on the Company's business, financial position or cash flows. However, the Company believes it has
strong defenses to this claim, and intends to vigorously defend against it, including the plaintiff’s efforts to certify a

class action.

From time to time, the Company is involved in other legal proceedings arising in the ordinary course of
business relating to matters including, but not limited to, disputes with franchisees, suppliers, employees and
customers, as well as disputes over the Company’s intellectual property. In the opinion of management, disposition
of the matters will not materially affect the Company's financiul condition or results of operations.

Other

The Company carrics insurance to cover ¢laims such as workers' compensation, general liability, automotive
liability, executive risk and propenty, and is self-insured for healthcare claims for eligible participating employees.
Through the use of insurance program deductibles (ranging from $.5 million to $1 million) and self insurance, the
Company retains a significant portion of the expected losses under these programs. Insurance reserves have been
recorded based on the Company’s estimate of the anticipated ultimate costs to settle all claims, both reported and
incurred-but-not-reporied (IBNR), and such reserves include judgments and independent actuarial assumptions
about economic conditions, the frequency or severity of claims and claim development patterns, and ¢laim reserve,
management and settfement practices. As of June 30, 2007, the Company had recorded insurance reserves which
totaled $37 million.
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Note 21. Segment Reporting

The Company operates in the fast food hamburger restaurant industry. Revenues include retail sales at

Company-owned restaurants and franchise revenues. The business is managed as distinct geographic segments:
United States and Canada, Europe, Middle East and Africa and Asia Pacific ("EMEA/APAC"), and Latin America.

Unallocated amounts refleéted in certain tables below included corporate support costs in areas such as

facilities. finance, human resources, information technology, legal, marketing and supply chain management.

The following 1ables present revenues, income from operations, depreciation and amortization, total assets,

long-lived assets and capital expenditures information by geographic segment (in millions):

Years Ended June 3,
2007 2005
Revenues:
United Statesand Canada . . ........ ... ivinnanene, $1.451 $1,275
EMEAAPAC . ... ittt iie e rnetatarecssnansnansrnnn 681 586
LAt AIICIICH. « v o v oot s e et inssaneanstsasnsnninnnaennenns 102 79
TOlAl FBVEIIES . v v vt e e e te i o raa e a e §2,234 $1,940

Other than the United States and Germany, no other individual country represented 10% or more of the

Company's total revenues. Revenues in the United Siates totaled $1,304 million, $1,239 million and $1,146 million
for the years ended June 30, 2007, 2006 and 2005, respectively. Revenues in Germany toialed $308 million,
$269 million and $262 million for the years ended June 30, 2007, 2006 and 2003, respectively.

Years Ended June 30,
2007 2008
Operating 1acome:
United States and Canada . .................... e $ 336 $ 255
EMEASAPAC . .. i e e e e 54 36
Latlin AMeTiCa. . ... en it et te s rats e 35 25
Unallocated . . .. oottt ittt et (134) (165)
Total income from OPErations. . . ... oo v v ii et 291 151
Interest eXPense, NEL. . .. v vvvv v einrrcnanna e . 67 73
Loss on early distinguishment of debt. . .......... ... coviient —
Income before income taxes. . . .. .. ovrir i neririranenns 223 78
INCOME 1AX EXPENSE . . oo v it u i ibe s niaas et iiaarsaas 75 3l
NETIICOMIE & o et ittt et it me et etr s inena e ataenns $148 8§ $ 47
Years Ended June 30,
2008
Depreciation and Amortization:
United States and Canadn ... ..o i ve i i e $60 352
EMEA/APAC .ottt it ettt e 9 4
Latim AMEIICa . .. . it ie e i i e e 3 2
Unallocated . ... ..ottt it 6 _16
Total depreciation and amortization . .. ....... ..ot $88 §74
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Years Ended
Juoe 30,
2007 2006
Assets:
United States and Canada . .. ......oivin it i e $1,843 $1.978
EMEA APAC . . it e et e e 587 498
100 LTS Y- 1T~ o 1= 58 45
Unalocated ... oo e i e 29 31
TOUM ASSEIS . « - -« v v v e e e e e e e e e e e e $2517  $2,552
Years Ended
June 30,
2007 2006
Long-Lived Assets:
United States and Canada . . . ... ... ittt ia et e $ 827 § 854
EMEA APAC . . i e et e e e e 125 114
LAl AT « o vt v v vt ettt e et 40 A5
Unallocated .- ..o oo e e i e e e 29 31
Total long-lived @SSe1S. . . ... oottt e $1,021  $),034

Long-lived assets include property and equipment, net, and net investment in property feased to franchisees.
Only the United States represented 10% or more of the Company’s total long-lived assets as of June 30, 2007 and
2006. Long-lived assets in the United States, including the unallocated portion, (otaled $786 million and
$813 million as of June 30, 2007 and 2006, respectively.

Years Ended June 30,
2007 1006 2005

Capital Expenditures;

United States and Canada . ... ... v ititnt i a it $41 343 340
EMEAJAPAC .ttt it e e e e e e 25 17 27
11T Y2 111 o vt 1P 8 10 8
Unallocated . . oo oottt e et e e e et e 13 15 18

Total capital expenditures. ... ..o i e e $87 $85 $93

The goodwill reflected in the Company's consolidated balance sheets of $23 million and $20 million as of
June 30, 2007 and 2006, respectively, was primarily aitributable to the Company’s United States and Canada
geographic segment.
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Note 22. Quarterly Financial Data (Unaudited)

Summarizcd unaudited quarterly financial data (in millions, except per share data):

Quorters Ended
September 30, 2006 December 31, 2006 March 31, 2007 June 30, 2007
Revenue .............00. $ 546 $559 $ 539 $ 590
QOperating income. ......... 3 82 375 $ 62 N2
Netincome .............. $ 40 $ 38 3 34 $ 36
Basic eammings per share. .. .. $0.30 $0.28 $0.25 $0.26
Diluted eamings per share . . . $0.30 $0.28 $0.25 $0.26

Quarters Ended
September 30, 2005 December 31, 2005 March 31, 2006  June 30, 2006

REVENUE .. vvvvrvvreennn. $508 $512 $ 495 $ 533
Operating income. .. ....... $ 2 $ 70 $ 14 $ 14
Netincome .............. $ 22 5 27 5 (1D $ (10
Basic eamings per share. .. .. $0.21 $0.25 $0.11) $(0.08)
Diluted euarnings per share . .. $0.20 $0.24 $0.11) 3(0.08)

Quarterly results were impacted by timing of expenses and charges which affect comparability of results. The
impact of these items during each quarter for fiscal 2007 and 2006 was as follows:

For the Quoarters Ended

Jun 30, Mar 31, Decd), Sep 30, Jun30, Mor 33, Dec 31, Sep 0,
2007 2007 - 2006 2006 2006 2006 2005 2005

Selling, general and administrative
Franchise system distress impact(a) . . ... ... $— $— — S$— s S $— $1
Global reorganization and realignment. . . . .. 2 1 —
Compensatory make-whole payment . ... .. 34 — —
Executlive SeVerance . .. .. ... cuvvvreonnn

Total effecton SG&A .. ............. — —
Fees paid to offiliates

Managementfee ......... ... ...,

Management termination fee. . ......... ..

Total fees paid to affiliates ........... — _ 31

Other operating (income) expenses (“OIE"),
net

Termination of global headquarters lease . . ..
Franchise system distress impact(b) .. ... ...

Total effect on OIE, net. . .. ..........
Total effect on income from operations. . . .
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(a) Represents bad debt expense (recoveries), incremental advertising contributions and the internal and external
costs of FFRP program administration.

(b) Represents (recoveries) reserves on acquired debt, net and other items included within operating (income)
expenscs, net
Note 23. Subsequent Events

On July 31, 2007, the Company prepaid an additional $25 million of tcrmm debt reducing the total outstanding
debt balance to $847 million. As a result of this payment, the next scheduled principal payment on the amended
facility is the June 30, 2009 principal payment of $7 million on the Termn Loan A.

On August 28, 2007, the Company declared a quarterly dividend of $0.0625 per share payable on Septem-
ber 28, 2007 to shareholders of record on September 14, 2007,
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

An evaluation was conducted under the supervision and with the participation of the Company’s management,
including the Chief Executive Officer (CEO) and Chief Financial Officer (CFO), of the effectiveness of the design
and operation of the Company’s disclosure controls and procedures as of June 30, 2007. Based on that evaluation,
the CEO and CFO concluded that the Company’s disclosure controls and procedures were effective as of such date
10 ensure that information required to be disclosed in the reports that it files or submits under the Exchange Act is
recorded, processed, summarized and reported within the time periods specified in SEC rules and forms.

Internal Control Over Financial Reporting

The Company's management, including the CEQ and CFO, confirm that there were no changes in the
Compaay's internal control over financial reporting during the fiscal quarter ended June 30, 2007 that has materiatly
affected, or is reasonably likely to materially affect, the Company's intemal control over financial reporting.

Management’s Report on Internal Control Over Financial Reporting

Management’s Report on Internal Control Over Financial Reporting and the report of Independent Registered
Public Accounting Firm on internal contro! over financial reporting are set forth in Part I1, ltem 8 of this Form 10-K.

Item 9B. Other information

On March 19, 2007, the Company paid a one-time cash bonus in the amount of $300,000 to Russel! B. Klein,
the Company’s President, Global Marketing, Strategy and lnnovation, in recognition of his extraordinary
performance,

On May 30, 2007, the Compensation Committee of the Board of Directors approved a $50,000 increase to the
base salary of Ben K. Wells, the Company’s Chief Financial Officer, effective as of July 1, 2007, so as to bring his
base salary into the desired competitive range. A copy of the letier agreement dated July 12, 2007 amending
Mr. Wells' employment agreement is attached as Exhibit 10.41 to this Form 10-K.

117




Part 111

Item 10, Directors, Executive Qfficers and Corporate Governance

The information required by this Item, other than the information regarding our executive officers set forth
below required by Item 401 of Regulation S-K, is incorporated herein by reference from the Company’s definitive
proxy statement to be filed no later than 120 days after June 30, 2007. We refer to this proxy statement as the 2007
Proxy Statement.

EXECUTIVE OFFICERS OF THE REGISTRANT

Name Age Position

JohnW.Chidsey .................. 45  Chief Executive Officer and Director

Russell B. Klein .................. 50  President, Globa! Marketing, Strategy and
Innovation

Ben K. Wells. .................... 53  Chief Financial Officer

James EHyatt.................... 51 Chief Operations Officer

Peter C,Smith. . .................. §1  Chief Human Resources Officer

AmeChwat ..................... 48  General Counsel and Secretary

Charles M. Fallen, Jr. .............. 44 President, North America

Amy E. Wagner. .................. 42 Senior Vice President, Investor Relations and
Global Communications

Christopher M. Anderson. . .......... 40  Senior Vice President and Controller

John W. Chidsey has served as our Chief Executive Officer and a member of our board since April 2006. From
September 2005 until April 2006, he was our Presidem and Chief Financial Officer and from June 2004 until
September 2005, he was our President, North America. Mr. Chidsey joined us as Executive Vice President, Chief
Administrative and Financial Officer in March 2004 and held that position until June 2004. From January 1996 to
March 2003, Mr. Chidsey served in numerous positions at Cendant Corporation, most recently as Chief Executive
Officer of the Vehicle Services Division and the Financial Services Division.

Russell B. Kiein has served as our President, Global Marketing, Strategy and Innovation since June 2006.
Previously, he served as Chief Marketing Officer from June 2003 to June 2006. From August 2002 1o May 2003,
Mr. Klein served as Chief Marketing Officer at 7-Eleven Inc. From january 1999 1o July 2002, Mr. Klein served asa
Principal at Whisper Capital.

Ben K. Wells has served as our Chief Financial Officer since April 2006. From May 2005 to April 2006,
Mr. Wells served as our Senior Vice President, Treasurer. From June 2002 to May 2005 he was a Principal and
Managing Director 21 BK Wells & Co., a corporaie treasury advisory firm in Houston, Texas. From June 1987 to
Jupe 2002, he was at Compag Computer Corporation, most recently as Vice President, Corporate Treasurer. Before
joining Compaq, Mr. Wells held various finance and treasury responsibilities over a 10-year period at British
Petroleum.

James F. Hyatt has served as our Chief Operations Officer since August 2005, Mr. Hyatt had previously served
as Executive Vice President, U.S. Franchise Operations from July 2004 to August 2005 and Senior Vice President,
U.S. Franchise Operations from February 2004 o July 2004, Mr. Hyatt joined us as Senior Vice President,
Operations Services and Programs in May 2002. From 1995 to May 2002, Mr. Hyatt was a Burger King franchisee
in Atlania, Georgia.

Peter C. Smith has served as our Chief Human Resources Officer since December 2003. From September 1998
to November 2003, Mr. Smith served as Seniotr Vice President of Human Resources at AutoNation.

Anne Chwat has served as our General Counsel and Secretary since September 2004, From September 2000 to
September 2004, Ms. Chwat served in various positions at BMG Music (now SonyBMG Music Entertainment)
including as, Senior Vice President, General Counsel and Chief Ethics and Compliance Officer.
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Charles M. Fallon, Jr. has served as our President, North America since June 2006, From November 2002 to
June 2006, Mr, Fallon served as Executive Vice President of Revenue Generation for Cendant Car Rental Group,
Inc. Mr. Fallon served in various positions with Cendant Corporation including Executive Vice President of Sales
for Avis Rent-A-Car from August 2001 to October 2002.

Amy E. Wagner has served as our Senior Vice President, Investor Relations and Global Communications since
June 2007, Previously she served as Senior Vice President, Investor Relations from April 2006 to June 2007. From
February 1990 to April 2006, Ms. Wagner served in various corporate finance positions at Ryder System, Inc.,
including as Vice President, Risk Management and Insurance Operations from January 2003 to April 2006 and
Group Director, Investor Relations from June 2001 o January 2003.

Christopher M. Anderson has served as our Senior Vice President and Controller since July 1, 2007. From
February 2005 through June 2007, he served as our Vice President and Controller. From May 2002 10 February
2005, Mr. Anderson served as Director of Finance and Controller for Hewleu-Packard. From February 2000
through May 2002, he served as Director of Finance and Controller for Compaq Computer Corporation.

Item 11. Executive Compensation

Incorporated herein by reference from the Company’s 2007 Proxy Statement.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters

Incorporated herein by reference from the Company's 2007 Proxy Statement.

Item 13. Certain Relationships and Related Transactions, and Director Independence

Incorporated herein by reference from the Company’s 2007 Proxy Statement.

Item 14. Principal Accountant Fees and Services

Incorporated herein by reference from the Company’s 2007 Proxy Statement.

Part 1V

Item 15. Exhibits and Financial Statement Schedules
(1) All Financial Statements
Consolidated financial statements filed as pant of this report are listed under Part 11, Item 8 of this Form 10-K.

(2) Financial Statement Schedutes

No schedules are required because either the required information is not present or is not present in amounts
sufficient to require submission of the schedule, or because the information required is included in the consolidated
financial statements or the notes thereto,

(3) Exhibits

The exhibits listed in the accompanying index are filed as part of this report.
Exhiblt

Number ‘ Description
3.1* Amended and Restated Centificate of Incorporation of Burger King Holdings, Inc.
32 Amended and Restated By-Laws of Burger King Holdings, Inc.
4,14 Form of Common Stock Certificate
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Exhibit
Number

10.1**

1024+

‘ 10.3*+¢

10.4%*%

10.5%%¢

10.6**4

10.7%+

10.8%*

10.9%*

|

| 10.10**+
10.11#*¢
10,124+
| 10.13%*¢
| 10.14%%+
10.15%*¢

10.16**t

10.17%*¢
10.18**4

L

Description

Amended and Restated Credit Agreement, dated February 15, 2006, nmong Burger King
Corporation, Burger King Holdings, Inc., the lenders party thereto, JPMorgan Chase Bank,
N.A., as administrative agent, Citicorp North America, Inc., as syndication agent, and Bank of
America, N.A,, RBC Capital Markets and Wachovia Bank, National Association, as
documentation agents

Form of Amended and Restated Shareholders’ Agreement by and among Burger King Holdings,
Inc., Burger King Corporation, TPG BK Holdco LLC, GS Capital Partners 2000, L..P,, GS Capital
Partners 2000 Offshore, L.P., GS Capital Partners 2000 GmbH & Co. Beteiligungs KG, GS Capital
Panners 2000 Employee Fund, L.P,, Bridge Street Special Opportunities Fund 2000, L.P., Stone
Street Fund 2000, L.P., Goldman Sachs Direct Investment Fund 2000, L.P., GS Private Equity
Partners 2000, L.P., GS Private Equity Partners 2000 Offshore Holdings, L.P., GS Private Equity
Partners 2000-Direct Investment Fund, L.P., Bain Capita! [ntegral Investors, LLC, Bain Capital
VI Coinvestment Fund, LLC and BCIP TCV, LL.C

Form of Management Subscription and Shareholders’ Agreement among Burger King Holdings,
Inc., Burger King Corporation and its officers

Form of Board Member Subscription and Shareholders’ Agreement among Burger King Holdings,
Inc., Burger King Corporation and its directors

Amendment to the Management Subscription and Shareholders’ Agreement among Burger King
Holdings, Inc., Burger King Corporation and John W. Chidsey

Management Subscription and Shareholders” Agreement among Burger King Holdings, Inc.',
Burger King Corporation and Gregory D. Brenneman

Management Agreement, dated December 13, 2002, among Burger King Corporation, Bain
Capital Partners, LLC, Bain Capital Integral Investors, LLC, Bain Capital VII Coinvestment Fund,
LLC, BCIP TCV, LLC, Goldman, Sachs & Co., Goldman Sachs Capital Partners 2000, L.P,, GS
Capital Partners 2000 Offshore, L.P., GS Capital Partners 2000 GmbH & Co. Beteiligungs KG, GS
Capital Partners 2000 Employee Fund, L.P., Bridge Street Special Opportunities Fund 2000, L.P.,
Stone Street Fund 2000, L.P., Goldman Sachs Direct Investment Fund 2000, L.P., GS Private
Equity Partners 2000, L.P., GS Private Equity Partners 2000 Offshore Holdings, L.P., GS Private
Equity Partners 2000 — Direct Investment Fund, L.P., TPG GenPar 111, L.P. and TPG BK Holdco
LLC

Letter Agreement Terminating the Management Agreement, dated as of February 3, 2006, among
Burger King Corporation, Bain Capital Partners, LLC, Bain Capital Integral Investors, LLC, Bain
Capital V11 Coinvestment Fund, LLC, BCIP TCV, LLC, Goldman, Sachs & Co., Goldman Sachs
Capital Partners 2000, L.P., GS Capitat Partners 2000 Offshore, L.P.,, GS Capital Partners 2000
GmbH & Co. Beteiligungs KG, GS Capital Partners 2000 Employee Fund, L.P., Bridge Street
Special Opportunities Fund 2000, L.P., GS Private Equity Partners 2000, L.P,, GS Private Equity
Partners 2000 Offshore Holdings, L.P., GS Private Equity Partners 2000 — Direct Investiment
Fund, L.P, TPG GenPar III, L.P. and TPG BK Holdco LLC

Lcase Agrecment, dated as of May 10, 2005, between CM Lejeune, Inc. and Burger King
Corporation

Burger King Holdings, Inc. Equity Incentive Plan

Burger King Holdings, Inc. 2006 Omnibus Incentive Plan

Burger King Corporation Fiscal Year 2006 Executive Team Restaurant Support Incentive Plan
Form of Management Restricted Unit Agreement

Form of Amendmens 10 Management Restricted Unit Agreement

Management Restricted Unit Agreement among John W. Chidsey, Burger King Holdings, Inc. and
Burger King Corporation, dated as of October 8, 2004

Special Management Restricted Unit Agreement among Peter C. Smith, Burger King Holdings.
Inc, and Burger King Corporation, dated as of December 1, 2003

Form of 2003 Management Stock Option Agreement
Form of 2005 Management Stock Option Agreement
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Exhibit
Number

10.19**1
10.20%%¢

10.21%*¢
10.22%*¢
10.23%*f
10.24%¢

10.25%*¢
10.26**%
10.27*%¢
10.28%*1
10.29**¢
10.30%*§
10.31%*%
10.32**¢
10.33**¢

10.34**t
10.35%**¢

10.36***t
10.37*+*5
10.38* %%

10.39%%»**
10.40%*>+2%¢
10.41¢

14.1*

14.2
14.3
21.1

Description

Form of Board Member Stock Option Agreement

Form of Special Management Stock Option Agreement among John W. Chidsey, Burger King
Holdings, Inc. and Burger King Corporation

Management Stock Option Agreement among Gregory D. Brenneman, Burger King Holdings,
Inc. and Burger King Corporation, dated as of August 1, 2004

Stock Option Agreement among Armando Codina, Burger King Holdings, Inc. and Burger King
Corporation, dated as of February 14, 2006

Employment Agrecment between John W. Chidsey and Burger King Corporation, dated as of
April 7, 2006

Employment Agreement between Russell B. Klein and Burger King Corporation, dated as of
April 20, 2005

Employment Agreement between Ben K. Wells, and Burger King Corporation, dated as of April 7,
2006

Employment Agreement between James F. Hyant and Burger King Corporation, dated as of
April 20, 2006

Employment Agreement between Peter C. Smith and Burger King Corporation, dated as of
April 20, 2006

Separation and Consulting Services Agreement between Gregory D. Brenneman and Burger King
Corporation, dated as of April 6, 2006

Separation Agreement between Bradiey Blum and Burger King Corporation, dated as of July 30,
2004 .

Restsicted Stock Unit Award Agreement between Burger King Holdings, Inc. and John W.
Chidsey, dated as of May 2006

Form of Restricted Stock Unit Award Agreement under the Burger King Holdings, Inc. 2006
Omnibus [ncentive Plan

Form of Restricted Stock Unit Award Agreement under the Burger King Holdings, Inc. 2006
Equity Incentive Plan

Form of Option Award Agreement under the Burger King Holdings, inc. 2006 Omnibus Incentive
Plan

Form of Option Award Agreement under the Burger King Holdings, Inc. Equity incentive Plan

Form of Performance Award Agreement under the Burger King Holdings, Inc. 2006 Omnibus
Incentive Plan

Form of Retainer Stock Award Agreement for Directors under the Burger King Holdings, Inc.
2006 Omnibus Incentive Plan

Form of Annual Deferred Stock Award Agreement for Directors under the Burger King Holdings,
Inc. 2006 Omnibus Incentive Plan

Employment Agreement between Anne Chwat and Burger King Corporation dated as of April 20,
2006

Agreement of Termination and Cancellation of Lease
Burger King Savings Plan, including all amendments thereto

Letter Agrecment between Ben K. Wells and Burger King Corporation dated July 12, 2007
amending the Employment Agreement between Ben K. Wells and Burger King Corporation dated
as of April 7, 2006

Burger King Code of Business Ethics and Conduct (Filed as Exhibit 14 to the Annual Report on
Form 10-K dated August 31, 2006)

Code of Ethics for Executive Officers
Code of Conduct for Directors
List of Subsidiaries of the Registrant
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Exhibit

Nomber Description
231 Consent of KPMG LLP
31.1 Cenification of Chief Executive Officer of Burger King Holdings, Inc. pursuant o Section 302 of
the Sarbanes-Oxley Act of 2002
312 Cenification of Chief Financial Officer of Burger King Holdings, Inc. pursuant to Section 302 of
the Sarbanes-Oxley Act of 2002
321 Centification of Chief Executive Officer of Burger King Holdings, Inc. pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002
322 Centification of the Chief Financial Officer of Burger King Holdings, Inc. pursuant to Section 906
of the Sarbanes-Oxley Act of 2002
* Incorporated herein by reference to the Burger King Holdings, Inc. Annual Report on Form 10-K dated
August 31, 2006
** Incorporated herein by reference to the Burger King Holdings, Inc. Registration Statement on Form S-1
(File No. 333-131897)
*** Incorporated htrein by reference to the Burger King Holdings, Inc. Current Report on Form B8-K dated
August 14, 2006 .
**#* Incorporated herein by reference to the Burger King Holdings, Inc. Quarterly Report on Form 10-Q dated
February 2, 2007
*++++ Incorporated herein by reference to the Burger King Holdings, Inc. Current Report on Form 8-K dated
May 9, 2007
ERRBES

Incerporated herein by reference 1o the Burger King Holdings, Inc. Registration Statement on Form S-8
(File No. 333-144592)

Management contract or compensatory plan or arrangement
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Signatures

Pursuant to the requirements of Section 13 or [5(d) of the Securities Exchange Act of 1934, the registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

BURGER KING HOLDINGS, INC.

By: /s/ John W. Chidsey

Name: John W. Chidsey
Title:
Date:  September 7, 2007

Chief Executive Officer and Director

Pursuant to the requirements of the Securities Exchange Act of 1934, this report been signed by the following
persons in the capacities and on the dates indicated.

Signature

/s! John W. Chidsey

Tie

Chief Executive Officer and Direclor

John W. Chidsey

fs! Ben K. Wells

{principal exccutive officer)

Chief Financial Officer

Ben K. Wells

fs/ Christopher M. Anderson

(principal financial officer)

Senior Vice President and Controller

Christopher M. Anderson

./s!  Brian Thomas Swette

(principal accounting officer)

Non-Executive Chairman

Brian Thomas Swette

/s/  Andrew B. Balson

Director

Andrew B, Balson

/s!  David Bonderman

Director

David Bonderman

/sf Richard W. Boyce

Dircctor

Richard W. Boyce

fsf  David A. Brandon

Director

David A. Brandon

/s/ Ronald M. Dykes

Director

Ronald M. Dykes

/s/  Pewer R. Formanek

Director

Peter R. Formanek

/s/  Manuel A. Garcia

Director

Manuel A. Gareia
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Date

September 7, 2007

September 7, 2007

September 7, 2007

September 7, 2007

September 7, 2007

September 7, 2007

September 7, 2007

September 7, 2007

September 7, 2007

September 7, 2007

September 7, 2007




Signature

Is/ Adrian Jones

Adnan Jones

/sl Sanjeev K. Mehra

Sanjeev K, Mehra

/s/  Siephen G, Paglivca

Stephen G. Pagliuca

/s/ Kneeland C. Youngblood

Kneeland C. Youngblood
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Director

Director

Director

Director

Date

September 7, 2007

September 7, 2007

September 7, 2007

September 7, 2007




Exhibit
Number

KN b
3.2*
4,1 **
10. 1%

10.2**

10.3**%t
10.4%%4
10.5%*+
C10.6%%4

10.7%*
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Description

Amended and Resiated Certificate of Incorporation of Burger King Holdings, Inc.
Amended and Restated By-Laws of Burger King Holdings, inc.
Form of Common Stock Certificate

Amended and Restated Credit Agreement, dated February 15, 2006, among Burger King
Corporation, Burger King Holdings, Inc., the lenders party thereto, JPMorgan Chase Bank,
N.A., as administrative agent, Citicorp North America, Inc., as syndication agent, and Bank of
America, N.A., RBC Capital Markets and Wachovia Bank, National Association, as
documentation agents

Form of Amended and Restated Sharcholders’ Agreement by and among Burger King Holdings,
Inc., Burger King Corporation, TPG BK Holdco LLC, GS Capital Partners 2000, L.P., GS Capital
Pariners 2000 Offshore, L.P., GS Capital Partners 2000 GmbH & Co. Beteiligungs KG, GS Capital
Partners 2000 Employee Fund, L.P., Bridge Street Special Opportunities Fund 2000, L.P., Stone
Street Fund 2000, L.P., Goldman Sachs Direct Investment Fund 2000, L.P., GS Private Equity
Partners 2000, L.P., GS Private Equity Partners 2000 Offshore Holdings, L.P., GS Private Equity
Partners 2000-Direct Invesiment Fund, L.P., Bain Capital Integral [nvestors, LLC, Bain Capital
VII Coinvestment Fund, LLC and BCIP TCV, LLC

Form of Management Subscription and Sharcholders’ Agreement among Burger King Holdings,
Inc., Burger King Corporation and its officers

Form of Board Member Subscription and Shareholders’ Agreement among Burger King Holdings,
Inc., Burger King Corporation and its directors

Amendment to the Management Subscription and Shareholders’ Agreement among Burger King
Holdings, Inc., Burger King Corporation and John W. Chidsey

Management Subscription and Shareholders’ Agreement among Burger King Holdings, Inc.,
Burger King Corporation and Gregory D. Brenneman

Management Agreement, dated December 13, 2002, among Burger King Corporation, Bain
Capita! Partners, LLC, Bain Capital Integral Investors, LLC, Bain Capital V11 Coinvestment Fund,
LLC, BCIP TCV, LLC, Goldman, Sachs & Co., Goldman Sachs Capital Partners 2000, L.P., GS
Capital Partners 2000 Offshore, L.P., GS Capital Partners 2000 GmbH & Co. Beteiligungs KG, Gs
Capital Partners 2000 Employce Fund, L.P., Bridge Street Special Opportunities Fund 2000, L.P.,
Stone Street Fund 2000, 1..P., Goldman Sachs Direct Investment Fund 2000, L.P.,, GS Private
Equity Partners 2000, L.P., GS Private Equity Partners 2000 Offshore Holdings, L.P., GS Private
Equity Partners 2000 — Direct Investment Fund, L.P., TPG GenPar IlI, L.P. and TPG BK Holdco
LLC .

Letter Agreement Terminating the Management Agreement, dated as of February 3, 2006, among
Burger King Corporation, Bain Capital Partners, LLC, Bain Capital [ntegral Investors, LLC, Bain
Capital V11 Coinvestment Fund, LLC, BCIP TCV, LLC, Goldman, Sachs & Co., Goldman Sachs
Capital Partners 2000, L..P., GS Capita) Partners 2000 Offshore, L.P., GS Capital Parmers 2000
GmbH & Co. Beteiligungs KG, GS Capital Partners 2000 Employee Fund, L.P,, Bridge Street
Special Opportunities Fund 2000, L.P., GS Private Equity Partners 2000, L.P., GS Private Equity
Partners 2000 Offshore Holdings, L.P., GS Private Equity Partners 2000 — Direct Investment
Fund, L.B,, TPG GenPar 11l, L.P. and TPG BK Holdco LLC

Lease Agreement, dated as of May 10, 2005, between CM Lejeune, Inc. and Burger King
Corporation

Burger King Holdings, Inc. Equity Incentive Pian

Burger King Holdings, Inc. 2006 Omnibus Incentive Plan

Burger King Corporation Fiscal Year 2006 Executive Team Restaurant Support Incentive Plan
Form of Management Restricted Unit Agreement

Form of Amendment to Management Restricted Unit Agreement

Management Restricted Unit Agreement among John W. Chidsey, Burger King Holdings, Inc. and
Burger King Corporation, dated as of October 8, 2004
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Description
Special Management Restricted Unit Agreement among Peter C. Smith, Burger King Holdings,
Inc. and Burger King Corporation, dated as of December 1, 2003
Form of 2003 Management Stock Option Agreement
Form of 2005 Management Stock Option Agreement
Form of Board Member Stock Option Agreement

Form of Special Management Stock Option Agrecment among John W, Chidsey, Burger King
Holdings, Inc. and Burger King Corporation

Management Stock Option Agreement among Gregory D. Brenneman, Burger King Holdings,
Inc. and Burger King Corporation, dated as of August 1, 2004

Stock Option Agreement among Armando Codina, Burger King Holdings, Inc. and Burger King
Corporation, dated as of February 14, 2006

Employment Agreement between John W. Chidsey and Burger King Corpbralion, dated as of
April 7, 2006

Employment Agreement between Russell B. Klein and Burger King Corporation, dated as of
April 20, 2006

Employment Agreement between Ben K. Wells, and Burger King Corporation, dated as of April 7,
2006

Employment Agreement between James F. Hyatt and Burger King Corporation, dated as of
April 20, 2006

Employment Agreement between Peter C. Smith and Burger King Corporation, dated as of
Apni 20, 2006

Separation and Consulting Services Agreement between Gregory D. Brenneman and Burger King
Corporation, dated as of Apnl 6, 2006

Separation Agreement between Bradley Blum and Burger King Corporation, dated as of July 30,
2004

Restricted Stock Unit Award Agreement between Burger King Holdings, Inc. and John W.
Chidsey, dated as of May 2006

Form of Restricted Stock Unit Award Agreement under the Burger King Holdings, Inc. 2006
Omnibus Incentive Plan

Form of Restricted Stock Unit Award Agreement under the Burger King Holdings, Inc. 2006
Equity. Incentive Plan

Form of Option Award Agreement under the Burger King Holdings, Inc. 2006 Omnibus Incentive
Plan

Form of Option Award Agreement under the Burger King Holdings, Inc. Equity Incentive Plan
Form of Performance Award Agreement under the Burger King Holdings, Inc. 2006 Omnibus
Incentive Plan

Form: of Retainer Stock Award Agreement for Directors under the Burger King Holdings, Inc.
2006 Omnibus Incentive Plan

Form of Annual Deferred Stock Award Agreement for Directors under the Burger King Holdings,
Inc. 2006 Omnibus Incentive Plan

Employment Agreement between Anne Chwat and Burger King Corporation dated as of April 20,
2006

Agreement of Termination and Cancellation of Lease
Burger King Savings Plan, including all amendments thereto

Letter Agreement, between Ben K. Wells and Burger King Corporation dated July 12, 2007
amending the Employment Agreement between Ben K. Wells and Burger King Corporation dated
as of April 7, 2006
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Exhibit

Number Description
14.1* Burger King Code of Business Ethics and Conduct (Filed as Exhibit 14 to the Annual Report on
Form 10-K dated August 31, 2006)
14.2 Code of Ethics for Executive Officers
14.3 Code of Conduct for Directors
211 List of Subsidiaries of the Registrant
231 Consent of KPMG LLP
31.1 Centification of Chief Executive Officer of Burger King Holdings, Inc. pursuant to Section 302 of
the Sarbanes-Oxley Act of 2002
31.2 Certification of Chief Financial Officer of Burger King Holdings, Inc. pursuant to Section 302 of
the Sarbanes-Oxley Act of 2002
321 Certification of Chief Executive Officer of Burger King Holdings, Inc. pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002
322 Centification of the Chief Financia! Officer of Burger King Holdings, Inc. pursuant to Section 306
of the Sarbanes-Oxley Act of 2002
* Incorporated herein by reference to the Burger King Holdings, Inc. Annual Report on Form 10-K dated
August 31, 2006
*+ Incorporated herein by reference to the Burger King Holdings, Inc. Registration Statement on Form S-1
(File No. 333-131897)
**» Incorporated herein by reference to the Burger King Holdings, Inc. Current Report on Form 8-K dated
August 14, 2006
s+** Incorporated herein by reference to the Burger King Holdings, Inc. Quarterly Report on Form 10-Q dated
February 2, 2007
»»¥*s Incorporated herein by reference to the Burger King Holdings, Inc. Current Report on Form 8-K dated
May 9, 2007
ss»xx& [ncorporated herein by reference to the Burger King Holdings, dnc. Registration Statement on Form S-8

(File No. 333-144592)
Management contract or compensatory plan or arrangement
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Exhibit 21.1
BURGER KING HOLDINGS, INC.
List of Subsidiaries
Entity Name Jurisdiction
Administracion de Comidas Rapidas, S.A.deC.V. ................ .. ... Mexico
BK. Services, Lid, . . ..o e e Delaware
BK Acquisition, Inc. ......... .. ... . e Delaware
BK Asiapac, Ple. Ltd. . ... . ... i s Singapore
BK Card Company, InC. . ....... .. it Florida
BK Grundstucksverwaltungs Beteiligungs GmbH . .. ...... ... ... ... ... Germany
BK Grundsmcksverwaltungs GmbH & Co. KG ............. ...t Germany
Burger King (Gibraltar) Ltd. .. .......... ..o Gibralar
Burger King (Hong Kong) Limited ..o Hong Kong
Burger King (Luxembourg) Saarl...... ..o v Luxembourg
Burger King (Shanghai) Commercial Consulting Co. Ltd. ..o 1 Hong Kong
Burger King (Shanghai) Restaurant Company Lad. ... ... ... .. ..., Hong Kong
Burger King (United Kingdom) Ltd. . ....... ... oo iiiinn United Kingdom
Burger King AB . ... vttt i e Sweden
Burger King Asia Pacific Pte. Ltd. ........... ... ... .. .o iant, Singapore
Burger King Avstralia Pry Limited ... ... ... .o oo Australia
Burger King B.V. .. ... i e Netherlands
Burger King Beteiligungs GmbH . .. ... ... . ... ... ... L Germany
Burger King Brands, Inc. . ... .. ... .. . it iiii e Delaware
Burger King Canada Acquisitions, Inc. ............... . .coiiiian, Canada
Burger King COrporation. . ... .. .civ ittt iiniiin i Florida
Burger King de Puerio Rico, Inc. ........... ... o o Puerto Rico
Burger King do Brasil Assessoria a Restaurantes Lada. .................. Brazil
Burger King Espana S.ILU. .. ... .. i Spain
Burger King Europe GmbH. . . ........... .. .. ool Swilzerland
Burger King France Holdings S.AS ..., ... ... o il France
Burger King GmbH Berlin . ....... ... ... ... o o i Germany
Burger King GmbH Munchen . ........ ... oo iii i, Germany
Burger King Interamerica, Inc. ... ... it iineinrnnsis Florida
Burger King Italia, S.tL ... .. ... .. oo laly
Burger King Korea Ltd . ...... ... i Korea
Burger King Mexicana, SAA.deC.V. ...... ... . it Mexico
Burger King Restaurants B.V. . . ... ... .. .. i Netherlands
Burger King Restaurants K.B ... ... ... . ... ... i Sweden
Burger King Restaurants of Canada Inc. . .............. .. .o oina, Canada
Burger King Schweiz GmbH. .. ... .. ... ... il Switzerland
Burger King Sweden KB ... ... ... ... i it Sweden
Burger King Sweden, Inc. . ....... ... .. . it e Florida
Burger King UK Pension Plan Trustee Company Limited. ................ United Kingdom

Burger Station B.Y . .. .. .. . e Netherlands




Entity Name Jurisdiction

Burger King Ltd. .. ..o i i e i i e United Kingdom
Citoyen Holding B.V. . ..o Netherlands
Distron Transpostation Systems, Inc. .. ... ... v Florida
Empire Catering Company Limited . .. .. ......... . oo iviiiay United Kingdom
Empire Inernational Restaurants Limited ......................o00nh, United Kingdom
FPM.L Food Services, InC. . ... ... . i s Canada
Golden Egg Franchises Limited. ... .......... .. oo, _United Kingdom
Hayescrest Limited ... . ... .. .. i it e United Kingdom
Huckleberry's Limited. . .. ... . ... i i e United Kingdom
Inmuebles el Presidente, SA. de C.V. .. ... oo i Mexico
Inmuebles Genial, S.A. de CV. .. ... . . .. e Mexico
JC Baker & Herbert Bale Limited . ......... ... ... coioiiiinn, United Kingdom
Mid-America Aviation, Inc. . ... ... .. . i e i, Oregon
Mini Meals Limited .. ........ .. i United Kingdom
Montrap Limited, . .. ..ot e United Kingdom
Montrass Limited . . ...... ... ... i e United Kingdom
MoOKiE's, INC, .. i e e e Louisiana
[0 /A0 | T Florida
Servicios de Burger King, S.A.de C.V. ... o i Mexico
The Melodie Corporation ...\ v o i i e iaa s New Mexico
TPC Number Four, Inc. . ... 0ttt i Delaware
TPC Number Six, InC. . ... . i e i e e Texas
TOW Company. . .o ovivn i i e e e Texas
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Exhibit 31.1

CERTIFICATION

1, John W. Chidsey, certify that:
1. T have reviewed this annual report on Form 10-K of Burger King Holdings, Inc.;

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit
10 state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this annual report;

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly
report, fairly present in all material respects the financial condition, results of operations and cash flows of
the registrant as of, and for, the periods presented in this report;

4, The registrant’s other cenifying officer(s) and 1 are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(¢)) for the registrant and
have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures
to be designed under our supervision, to ensure that material information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others within those entities, partic-
ularly duning the period in which this annual report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial
reporting 10 be designed under our supervision, 1o provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;

c. Evaluated the effectivencss of the registrant's disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end
of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s intemal control over financial reporting Lhat
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and 1 have disclosed, based on our most recent evaluation of
interna) control over financial reporting; to the registrant’s auditors and the audit committee of registrant’s -
board of directors (or persons performing the equivalent function):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record,
process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s intermal contral over financial reporting.

/sl Joun W. CHIDSEY

John W, Chidsey
Chief Executive Officer

Dated: September 7, 2007




Exhibit 31.2

CERTIFICATION

I, Ben K. Wells, certify that:

1. 1 have reviewed this annual report on Form 10-K of Burger King Holdings, Inc.;

2. Based on my knowiedge, this annual report does not contain any untrue statement of a material fact or omit
to state a material fact necessary to make the statements made, in light of the circumstances under which
such siatements were made, not misleading with respect to the period covered by this annual report;

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly
report, fairly present in all material respects the financial condition, results of operations and cash flows of
the registrant as of, and for, the periods presented in this report;

4. The registrant’s other centifying officer(s) and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(¢) and 15d-15(¢)) for the registrant and
have: .

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures
to be designed undes our supervision, to ensure that material information relating 10 the registrant,
including its consolidated subsidiaries, is made known to us by others within those entities, partic-
ularly during the period in which this quarterly report is being prepared,

b. Designed such internal control over financial reporting, or caused such internal control over financial
reporting 1o be designed under our supervision, to provide reasonable assurance regarding the
reliabitity of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;

. ¢. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this
: report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end
of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal contro! over financial reporting that
occurred during the registrant's most recent fiscal quarter (the registrant’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affeci, the
registrant’s internal control over financial reporting; and

5. The registrant’s other centifying officer(s) and I have disclosed, based on our most recent evaluation of
internal control over financial reporting; to the registrant’s auditors and the audit committee of registrant’s
board of directors (or persons performing the equivalent function):

a. All significant deficiencics and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record,
process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal contsol over financial reporting.

fs/ BEN K, WELLS

Ben K. Wells
Chief Financial Officer

Dated: September 7, 2007




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 10-K of Burger King Holdings, Inc. (the “Company”) for the period
ended June 30, 2007 as filed with the Securities and Exchange Commission on the date hercof (the “Repont”), I,
John W. Chidsey, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted
pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that to the best of my knowledge:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of
1934, as amended; and

2. The information contained in the Report fairly presents, in ail materia) respects, lhc‘ﬁnancial condition znd
results of operations of the Company.

/s!  Joun W. CHiDSEY

John W, Chidsey
Chief Executive Officer

Dated: September 7, 2007




Exhibit 32.2

CERTIFICATION PURSUANT TO
18 US.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 10-K of Burger King Holdings, Inc. (the “Company”) for the period
ended June 30, 2007 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Ben
K. Wells, Chief Financial Officer of the Company, certify, pursuant to 18 U.,S.C. § 1350, as adopted pursuant to
§ 906 of the Sarbanes-Oxley Act of 2002, that to the best of my knowledge:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of
1934, as amended, and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and
results of operations of the Company.

fs/ Ben K, WELLS

Ben K. Wells
Chief Financial Officer

Dated: September 7, 2007
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BURGER KING HOLDINGS, INC.
* 5505 BLUE LAGOON DRIVE
MIAMI, FLORIDA 33126

NOTICE OF 2007 ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD NOVEMBER 29, 2007

The annual meeting of shareholders of Burger King Holdings, Inc., a Delaware corporation (the “Company™), will
be held at the Hilton Miami Airport, 5101 Blue Lagoon Drive, Miami, Florida 33126 on Thursday, November 29,
2007 at 9:00 a.m,, Eastern Standard Time (“EST").

The meeting will be held for the following purposes:
1. To elect thirteen (13) directors for a term to expire at the annual meeting of shareholders in 2008;

2. To ratify the selection of KPMG LLP (“KPMG") as the independent registered public accounting firm for
the Company for the fiscal year ending June 30, 2008 (“fiscal 2008"); and

3. To transact any other business that may properly come before the meeting or any adjoumments thereof.

The Board of Directors has fixed the close of business on October 2, 2007 as the record date for determining
shareholders entitled to notice of and to vote at the meeting.

By Order of the Board of Directors

/SN

Anne Chwat
General Counsel and Secretary

Miami, Florida
Qctober 22, 2007

YOUR VOTE IS IMPORTANT

A proxy for the annual meeting Is enclosed. Please promptly vote by completing the enclosed proxy card and
returning it in the enclosed postage-paid envelope or submit your vote and proxy by telephone or by Internet
even If you plan to attend the meeting in person. If you are present at the meeting and desire to vote in person,
your vote by proxy will not be used. -
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BURGER KING HOLDINGS, INC.
5505 Blue Lagoon Drive
Miami, Florida 33126

PROXY STATEMENT
ANNUAL MEETING OF SHAREHOLDERS
To Be Held On November 29, 2007

ANNUAL MEETING INFORMATION

This proxy statement contains information related to the annual meeting of sharcholders of Burger King Holdings,
Inc. (“Burger King Holdings" or the “Company"”) to be held on Thursday, November 29, 2007 a1 9:00 a.m, (EST) at
the Hilton Miami Airport, 5101 Blue Lagoon Drive, Miami, Florida 33126. This proxy statement was prepared
under the direction of our Board of Directors {the “Board of Directors” or the “Board") to solicit your proxy for use
at the annual meeting. It will be mailed to shareholders on or about October 22, 2007.

Who may attend the annual meeting?

All shareholders of record at the close of business on October 2, 2007 (the “Record Date™), or their duly appointed
proxies, and our invited guests may attend the mecting. Seating is limited and admission is on a first-come, first-
served basis, Please be prepared to present valid photo identification for admission to the meeting.

If you hold shares in “street name” (that is, in a brokerage account or through a bank or other nominee) and you plan
to vote in person at the annual mecting, you will need to bring valid photo identification and a copy of a statement
reflecting your share ownership as of the Record Date, or a legal proxy from your broker or nominee.

Shareholders of record will be verified against an official list available in the registration area at the meeting. We
reserve the right to deny admittance (o anyone who cannot adequately show proof of share ownership as of the
Record Date.

When will the shareholders’ list be available for examination?
A complete list of the shareholders of record as of the Record Date will be available for examination by shareholders
of record beginning October 24, 2007 and will continue to be available through and during the meeting.

Who may vote?

You may vote if you owned our common stock as of the close of business on the Record Date. Each share of our
common stock is entitled to one vote. As of the Record Date, there were 135,162,602 shares of common stock
outstanding and entitled to vote at the annual meeting.

What will I be voting on?
You will be voting on the following:

& The election of thirteen (13) directors for a term to expire at the annual meeting of shareholders in 2008; and
e The ratification of the selection of KPMG as our independent registered public accounting firm for fiscal
2008.

What are the voting recommendations of the Board of Directors?

The Board of Directors recommends that you vote your shares “FOR” each of the nominees named in this proxy
statemnent for election to the Board and “FOR” ratification of the selection of KPMG as ous independent registered
public accounting firm for fiscal 2008.




How do | vote?
1f you are a holder of record (that is, if your shares are registered in your name with The Bank of New York Mellon,
our transfer agent (the “Transfer Agemt™)), there are four ways 1o vote:

Telephone Voting:  You may vote by calling the toll-free telephone number indicated on the enclosed proxy
card. Please follow the voice prompts that altow you 1o vole your shares and confirm that your instructions have
been properly recorded,

Internet Voting: You may vote by logging on to the website indicated on the enclosed proxy card. Please
follow the website prompits that allow you to vote your shares and confirm that your instructions have been properly
recorded.

Return Your Proxy Card By Mail: You may vote by completing, signing and returning the enclosed proxy
card in the postage-paid envelope provided with this proxy statement. The proxy hotders will voie your shares
according to your directions. If you sign and return your proxy card without specifying choices, your shares will be
voted by the persons named in the proxy in accordance with the recommendations of the Board of Directors as set
forth in this proxy statement.

Vote ai the Meeting:  You may cast your vote in person at the annual meeting. Written ballots will be passed
out 10 anyone who wants to vote in person ai the meeting.

Even if you pian to attend the meeting, you are encouraged to vote your shares by proxy. You may still vote your
shares in person at the meeting even if you have previously voted by proxy. If you are present at the meeting and
desire to vote in person, your vole by proxy will not be used.

What if 1 hold my shares in “street name”?

You should follow the voting directions provided by your broker or nominee. You may complete and mail a voting
instruction card to your broker or nominee or, in mosi cases, submil voting instructicns by telephone or the Internet
to your broker or nominee. If you provide specific voting instructions by mail, telephone or the Internet, your broker
or nominee will vote your shares as you have directed.

Can I change my mind after I vote?
Yes. If you are a shareholder of record, you may change your vote or revoke your proxy at any time before it is voted
at the annual meeting by:

esubmitting a new proxy by telephone or via the Internet after the date of the earlier voted proxy;
esigning another proxy card with a later date and returning it 1o us prior to the meeting; or
eatiending the annual meeting and voting in person.

If you hold your shares in street name, you may submit new voting instructions by contacting your broker, bank or
other nominee. You may also vote in person at the annual meeting if you obtain a legal proxy from your broker, bank
or other nominee.

Whko will count the votes?
A representative of our Transfer Agent will count the votes and will serve as the independent inspector of elections.

What does it mean if I receive more than one proxy card?

1t means that you have multiple accounts with brokers or the Transfer Agent. Please vote all of these shares. We
encourage you to register all of your shares in the same name and address. You may do this by contacting your
broker or the Transfer Agent. The Transfer Agent may be reached at 1-800-524-4458.

Will my shares be voted if I do not provide my proxy?
If you are the shareholder of record and you do not vote or provide a proxy, your shares will not be voted.

Your shares may be voted if they are held in street name, even if you do not provide the brokerage firm with voting
instructions. Brokerage firms have the authority under New York Stock Exchange (“NYSE") rules to vote shares for
which their customers do not provide voting instructions on certain “routine” matters.
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The election of directors and the proposal to ratify the selection of KPMG as our independent registered public
accounting firm for fiscal 2008 are considered “routine” matters for which brokerage firms may vote unvoted
shares. There are currently no other proposals to be voted on at the annual meeting.

May shareholders ask questions?

Yes. Our representatives will answer shareholders’ questions of general interest following the meeting. in order to
give a greater number of shareholders an opportunity to ask guestions, individuals or groups will be allowed to ask
only one question and no repetitive or follow-up questions will be permitted.

How many votes must be present to hold the meeting?

A majority of the outstanding sharcs entitled to vote at the annual meeting, represented in person or by proxy, will
constitute a quorum. Shares of common stock represented in person or by proxy, including shares which abstain or
do not vote with respect to one or more of the matters presented for shareholder approval, will be counted for
purposes of determining whether a quorum is present.

What vote is required to approve each proposal?

In accordance with our bylaws, the nominees for director receiving the highest number of votes cast in person or by
proxy at the annual meeting (also referved to as a plurality of the votes cast) will be elected. If you mark your proxy
to withhold your vote for a particular nominee on your proxy card, your vote will not count either “for” or “against”
the nominee. The ratification of the selection of KPMG as our independent registered public accounting firm for
fiscal 2008 requires the affirmative vole of a majority of the votes cast at the annual meeting in order to be approved.

Shares that abstain from voling as to a particular matter will not be counted as votes in favor of such matter, and also
will not be counted as votes cast or shares voting on such matter. Accordingly, abstentions will not be included in
vote totals and will not affect the outcome of the voting for cither proposal.

Are there any shareholders who own a majority of our common stock?

As of the Record Date, private equity funds controlled by TPG Capital, Bain Capital Partners and the Goldman
Sachs Funds {the “Sponsors™) collectively own approximately 58% of our owstanding common stock. The
Sponsors have advised us that they intend to be represented at the annual meeting either in person or by proxy to
vote their shares in favor of the nominces named in this proxy statement for election to the Board and in favor of
ratification of the selection of KPMG as our independent registered public accounting firm. Therefore, we expect to
have a quorum at the meeting and we expect the proposals to be approved. For further information about the
Sponsors, please sec “Stock Ownership Information™ on pages 34-36.

Who will pay for this proxy solicitation?

We will bear the cost of preparing, assembling and mailing the proxy material and of reimbursing brokers,
nominees, fiduciaries and other custodians for out-of-pocket and clerical expenses of transmitting copies of the
proxy material to the beneficial owners of our shares. A few of our officers and employees may participate in the
solicitation of proxies without additional compensation.

Will any other matters be voted on at the annual meeting?

As of the date of this proxy statement, cur management knows of no other matter that will be presented for
consideration at the mecting other than those matters discussed in this proxy statement. If any other matters properly
come before the mecting and call for a vote of shareholders, validly executed proxies in the enclosed form returncd
10 us will be voted in accordance with the recommendation of the Board of Directors, or, in the absence of such a
recommendation, in accordance with the judgment of the proxy holders,

What is the Company’s website address?

Our website address is www.bk.com. We make this proxy statement, our annual report on Form 10-K, quarterly
reports on Form 10-Q, current reponts on Form 8-K and amendments 10 those reports filed or furnished pursuant to
Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended (the “Exchange Act™) available on our
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website in the Investor Relations-SEC Filings section, as soon as reasonably practicable after electronically filing
such material with the United States Securities and Exchange Commission (“SEC").

This information is also available free of charge at the SEC’s website located at www.sec.gov. Shareholders may
also read and copy any reports, statements and other information filed by uvs with the SEC at the SEC public
reference room at 100 F Street, N.E., Room 580, Washington, D.C. 20549, Please call the SEC at 1-800-SEC-0330
or visit the SEC’s website for further information on its public reference room. In addition, shareholders may obtain
free copies of the documents filed with the SEC by contacting our Investor Relations department at 305-378-7696 or
by sending a written request to Burger King Holdings, Inc., Investor Relations, 5505 Blue Lagoon Drive, Miami,
Florida 33126.

The references to our website address and the SEC's website address do not constitute incorporation by reference of
the information contained in these websites and should not be considered part of this decument.

Our Corporate Governance Guidelines, Code of Business Ethics and Conduct, Code of Ethics for Executive
Officers, Code of Conduct for Directors and Code of Business Ethics and Conduct for Vendors are located in the
Investor Relations — Corporate Governance section of our website. These documenits, as well as our SEC filings,
are available in print to any shareholder who requests a copy at the phone number or address listed above.

CORPORATE GOVERNANCE PRINCIPLES, COMMITTEES AND DIRECTOR INFORMATION
Controlled Company Status & Director Independence

The private equity funds controlled by the Sponsars collectively own approximately 58% of our outstanding
common stock. As a result, we are a “controlled company” under Section 303A of the NYSE listing standards.
Section 303A exempts a controlled company (defined as a company of which more than 50% of the voting power is
held by an individual, a group or ancther company) from the requirement that a majority of its board of directors be
independent and that its compensation and nominating and corporate governance committees be composed entirely
of “independent directors”. We rely on Lhis exemption from the independence requirements with regard to the Board
of Directors, the Compensation Committee and the Executive and Corporate Governance Committee which acts as
our nominating and corporate governance committee. The “controlled company” exception does not modify the
independence requirements of the Audit Commitice, and as of May 7, 2007, we have complied with the
requirements of the Sarbanes-Oxley Act and the NYSE rules, which require that the Audit Committee be composed
entirely of independent directors.

Under the NYSE listing standards, a director qualifies as independent if the Board of Directors affirmatively
determines thal the director has no material relationship with us. While the focus of the inquiry is independence
from management, the Board is required to broadly consider all relevant facts and circumstances in making an
independence determination. The N'YSE listing standards permit the Board to adopt and disclose standards to assist
the Board in making determinations of independence. Accordingly, our Board has adopted as a part of our
Corporate Governance Guidelines, director independence standards (attached as Appendix A) lo assist it in
determining whether or not a director has a material relationship with us.

Qur Board conducted an evatuation of the members of the Audit Commitiee based on the NYSE listing standards,
our director independence standards and the independence standards mandated by Section 301 of the Sarbanes-
Oxley Act and set forth in Rule 10A-3 of the Exchange Act, which we refer to as the Independence Standards. Our
Board also considered the recommendation of the Executive and Corporate Governance Committee which reviewed
information disclosed by the members of the Audit Committee in questionnaires submitted to the Board. As a result
of this evaluation and in consideration of the recommendation from our Executive and Corporate Governance
Committee, our Board affirmatively determined that Messrs. Ronald M. Dykes, Peter R. Formanek and Manuel A.
Garcia are independent according to the Independence Standards.

In making its determination, our Board (i) reviewed information disclosed by the directors in the questionnaires
described above and (ii) considered lease payments paid by our subsidiary Burger King Corporation to the estate of
Mrs. Clarita Garcia. Manuet A. Garcia, a current director of the Company, is the son of the late Mrs. Garcia and
serves as executor of his mother’s estate. OQur Board determined that the receipt of lease payments by the estate of
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Mrs. Garcia does not constitute an indirect or direct material relationship with us and that Mr. Garcia satisfies all of
the Independence Standards discussed in the above paragraph.

Corporate Governance Principles

Our Board of Directors adopted Corporate Governance Guidelines (the “Guidelines™) to assist the Board in
exercising its responsibilities. The Guidelines are reviewed and revised by the Board as it deems necessary and
appropriate and were last revised on May 31, 2007. The Guidclincs and the charter for cach of the standing
committees of the Board are posted on our website at wwwbk.com in the Investor Relations — Corporate
Governance section and are available in print 1o any sharcholder who requests a copy at the phone number or
address listed in this proxy statement.

The Guidelines and the charter for the Executive and Corporate Governance Committee set forth our policies with
respect 1o Board composition, membership quatifications, responsibilities, size, management oversight, commit-
tecs and operations. The Executive and Corporate Governance Committee considers the following criteria when
recommending nominees for director: high personal and professional ethics, integrity and values; expertise that is
useful to us and complementary to the background and experience of the other members of the Board; ability to
devote the time necessary for the diligent performance of duties and responsibilities of Board membership;
willingness to represent the long term interests of all shareholders and objectively appraise management’s
performance; possession of sound judgment to provide prudent guidance with respect to the operations and
interests of the Company; and diversity and other relevant factors as the Board may determine. The Executive and
Corporate Governance Committee considers possible candidates from many sources for nominecs for director,
including from management, directors and shareholders. The committee considers nominees recommended by
shareholders, provided that the shareholder complies with the procedure set forth in our bylaws which is described
in “Advance Notice Requirements for Sharcholder Submission of Nominations and Proposals” in this proxy
statement. Other than the submission requirements set forth in our bylaws, there is no difference in the manner in
which the Executive and Corporate Governance Committee evaluates a nominee for director recommended by a
shareholder.

We are subject to an amended and restated shareholders’ agreement with the private equity funds controlled by the
Sponsors (the “Sharcholders’ Agrecment”) that currently gives each Sponsor the right to appoint two directors to
the Board of Directors and requires that, with respect to each committee other than the Audit Committee, each of the
Sponsors has at least one seat, that Sponsor directors constitute a majority, and that the chairman be a Sponsor
director. See “Certain Relationships and Related Person Transactions” for more information on the Shareholders’
Agreement, including the stock ownership thresholds required to be maintained by a Sponsor in order for it to retain
these Board of Director and Board committee appointment rights.

The non-management directors regularly schedule executive sessions of the Board and each of the committees in
which management does not participate. The discussion leader for executive sessions of the full Board is generally
Brian T. Swette, the Chairman of the Board. The Chairmen of the Audit, Compensation and Executive and
Corporate Governance Committees lead executive session discussions on matters within the purview of those
committees.

Communicarion with Directors

Any director may be contacted by writing to him in care of Burger King Holdings, Inc., Attn: Anne Chwat, General
Counsel and Secretary, 5505 Blue Lagoon Drive, Miami, Florida 33126, Although the General Counsel and
Secretary may screen frivolous or unlawful communications and commercial advertisements, she will forward all
other correspondence to the indicated director.

Board and Committee Meeting Attendance and Annual Shareholders Meeting Attendance

The Board held seven meetings during the fiscal year ended June 30, 2007 (“fiscat 2007""). Each incumbent director,
except Mr. David Bonderman, attended at least 75% of the aggregate of (a) the total number of meetings of the
Board during fiscal 2007, and (b) the tota! number of meetings held by all committees of the Board on which the
director served during fiscal 2007. Mr. Bonderman does not serve on any Board commitiees.
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Although we do not have a specific policy regarding director attendance at our annual meeting of shareholders, all
directors are encouraged to attend. We do so by, among other things, holding our annual meeting of shareholders on
the same date as one of the Board meetings. All of our directors attended the 2006 annual meeting of shareholders.

Board Committees

The Board of Directors has established an Audit Committee, a Compensation Committee and an Executive and
Corporate Governance Committee. The members of each committee are appointed by the Board of Directors and
serve one year terms. Each committee has adopted a written charter which sets forth the committee’s purpose,
membership criteria, powers and responsibilities and provides for the annual evaluation of the committee's
performance. The Compensation Committee charter was last revised on March |, 2007, and the Audit and
Executive and Corporate Governance Committee charters were last revised on May 31, 2007. Copies of the Audit
Comnmittee charter, Compensation Committee charter and Exccutive and Corporate Governance Committee charter
are available on our website at www.bk.com in the Invesior Relations — Corporate Governance section and are
available in print to any shareholder who requests a copy at the phone number or address listed above.

Audit Committee

The Audit Committee assists the Board in its oversight of (i) the integrity of our financial statements, (ii} the
qualifications, independence and performance of our independent registered public accounting firm, (iii) the
performance of our internal audit function and (iv) compliance by us with legal and regulatory requirements, The
Audit Committee is responsible for the appeintment, compensation, retention and oversight of the work of our
independent registered public accounting firm.

The members of the Audit Committee are Messrs. Ronald M. Dykes (Chairman), Peter R. Formanek and
Manuel A. Garcia. The Board of Directors has determined that (i) Messrs. Dykes, Formanek and Garcia are
independent directers within the requirements of the Sarbanes-Oxley Act and the NYSE rules and (ii) all of the
members of the Audit Committee are “financially literate” as defined by the NYSE rules. Mr. Formanek served as
Chairman of the Audit Committee until September 13, 2007, when the Board appointed Mr. Dykes as Chairman.
Mr. Richard Boyce served on the Audit Committee until May 7, 2007, when he was replaced by Mr. Dykes. The
Board of Directors also has determined that Mr. Dykes possesses “financial management expertise” under the
NYSE rules and qualifics as an “audit committee financial expert” as defined by the applicable SEC regulations.

The Audit Committee held 11 meetings in fiscal 2007,

Compensation Committee

The Compensation Committee: (i) sets our compensation philosophy and oversees compensation and benefits
policies; (i) oversees and sets the compensation and benefits arrangements of our Chief Executive Officer and
certain other executives; (iii) provides a general review of, and makes recommendations to, the Board of Directors
or to our shareholders with respect to our equity-based compensation plans; (iv) reviews and approves all of our
cquity-based compensation plans that are not otherwise subject to shareholder approval; and (v) implements,
administers, operates and interprets all equity-based and similar compensation plans to the extent provided under
the terms of such plans,

The Compensation Committee has the authority under its charter to engage the services of outside advisors, experts
and others to assist the Compensation Committee. In accordance with this authority, the Compensation Committee
has engaged Mercer Human Resource Consulting, Inc. (“Mercer”), as an outside compensation consultant, to
advise the Compensation Committee on matters related to executive compensation. Further details regarding the
nature and scope of Mercer’s engagement are provided in the “CD&A™ on page 15.

The Compensation Committee may delegate its authority to subcommittecs or the Chairman of the Compensation
Commiitee when it deems appropriate and in our best interests. Additionally, the charter provides that the
Compensation Committee may delegate to one of our officers the authority to make grants under our incentive
compensation or other equity based plans to any person other than the Chief Executive Officer, the CEO Direct
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Reports (as defined in the CD&A) or anyone not then covered by Section 16 of the Exchange Act. Further details are
provided in the CD&A on page 15,

The members of the Compensation Committee are Messrs. Stephen G. Pagliuca (Chairman), Richard W. Boyce and
Sanjeev K. Mehra. Armando Codina, a former direclor, served on the Compensation Commitiee from October 2006
unti] he resigned from the Board and the Compensation Committee on April I, 2007,

The Compensation Committee hetd five meetings in fiscal 2007.

Executive and Corporate Governance Commiltee

The Executive and Corporate Govemance Committee acts for the Board of Directors with respect to matters
delegated to it by the Board and also acts as our nominating and corporate governance committee. The Board has
delegated to this committee the authority to identify and recommend potential candidates qualified 1o become
Board members and recommend directors for appointment to Board committees.

The Executive and Corporate Governance Committee also exercises general oversight with respect to the
govemance and performance of the Board, as well as corporate governance matters applicable to us and our
employees and directors. In addition, this committee has authority to take action on behalf of the Company (except
if prohibited by applicable law or regulation) if the amount associated with such action does not exceed $25 million.

The members of the Exccutive and Corporate Governance Committee arc Messrs. Sanjeev K. Mchra (Chairman),
Richard W. Boyce, John W. Chidsey and Stephen G. Pagliuca.

The Executive and Corporate Governance Committee held five meetings in fiscal 2007.




PROPOSAL 1. ELECTION OF DIRECTORS

Our Amended and Restated Cenificate of Incorporation provides that the number of directors constituting the Board
of Directors shall not be fewer than three nor more than 15, with the exact number to be fixed by a resolution
adopted by the affirmative vote of a majority of the Board. The Board of Directors has fixed the number of directors
at 13. The term of office of each director is one year, commencing at this annual meeting and ending at the annual
meeting of shareholders to be held in 2008. Each director elected will continue in office until he resigns or until a
successor has been elected and qualified.

Andrew B, Balson, David Bonderman, Richard W. Boyce, David A, Brandon, John W, Chidsey, Ronald M. Dykes, Peter
R. Formanek, Manuel A. Garcia, Adrian Jones, Sanjeev K. Mchra, Stephen G. Pagliuca, Brian T. Swette and Kneeland C.
Youngblood currently serve as directors and are the proposed nominees for election as directors 10 serve for a one-year
term expiring at the 2008 annual meeting of shareholders. Messrs. Balson, Bonderman, Boyce, Jones, Mehra and
Pagliuca were appointed to the Board of Dircctors pursuant to the Sharcholders’ Agreement described above under
“Corporate Governance Principles”.,

Each of the nominees has consented to serve if elected. If any nominee should be unable Lo serve or will not serve for
any reason, the persons designated on the accompanying form of proxy will voie in accordance with their judgment.
We know of no reason why the nominees would not be able to serve if elected. :

NOMINEES FOR ELECTION AT THIS MEETING

The following table sets forth the name, age and principal occupation of each nominee for election as a director of
the Company:

Andrew B. Balson
Director since 2002
Age 41

Mr. Balson is a Managing Director of Bain Capital Paniners, where he
has worked since 1996. Mr. Balson is a director of Domino’s Pizza,
Inc., OSI Restaurant Partners, Inc. and a number of private companies.

David Bonderman
Director since 2002
Age 64

Mr, Bonderman is a Founding Partner of TPG Capital (formerly known as
Texas Pacific Group) and has served in that role since 1992,

Mr. Bonderman is a director of CoStar Group, Inc., RyanAir Holdings, plc
and Gemalio N.V.

Richard W. Boyce
Director since 2002
Apge 53

Mr. Boyce has been a Partner of TPG Capital since January 1999.
Mr. Boyce is a director of ON Semiconductor and J. Crew Group, Inc.

David A. Brandon
Director since 2003
Age 55

Mr. Branden is Chairman and CEO of Domino’s Pizza, Inc. and has
served in that role since March 1999, From 1989 to 1998, Mr. Brandon
served as President and CEO of Valassis Communications, Inc. (a
marketing services company) and was Chairman of Valassis from 1997
to 1998. Mr. Brandon is a director of Northwest Airlines Corp., The
TIX Companies, Domino's Pizza, Inc. and Kaydon Corporation.

John W. Chidsey
Director since 2006
Age 45

Mr. Chidsey has served as Chief Executive Officer and a member of the
Boasd since Aprit 2006, From September 2005 until April 2006, he
served as our President and Chief Financial Officer and from June 2004
until September 2005, he was our President, North America.

Mr. Chidsey joined us as Executive Vice President, Chief Administrative
and Financial Officer in March 2004 and held that position until

June 2004. From January 1996 o March 2003, Mr. Chidsey served in
numerous positions at Cendant Corporation, including Chief Executive

" Officer of the Vehicle Services Division and the Financial Services

Division. Mr. Chidsey is a director of HealthSouth Corporation and is
also a member of the Board of Trustees of Davidson College.




Ronald M. Dykes
Director since 2007
Age 60

Peter R. Formanek
Director since 2003
Age 64

Mr. Dykes has been a director since April 2007. Mr. Dykes most
recently served as Chicf Financial Officer of BellSouth Corporation, a
position he retired from in 2005. Prior to his retirement, Mr. Dykes
worked for BellSouth Corporation and its predecessor entities in various
capacities for over 34 years. Mr. Dykes is a director of American Tower
Corporation (an operator of wireless communication towers), and from
October 2000 through December 31, 2005, also served as a director of
Cingular Wircless, most recently as Chairman of the Board.

Mr. Formanek has been a private investor since May 1994. Mr.
Formanek is a co-founder and retired President of AutoZone, Inc.

Manuel A. Garcia
Director since 2003
Age 64

'Mr. Garcia has served as President and Chief Executive Officer of

Atlantic Coast Management, Inc., an operator of various restaurants in
the Orlando, Florida area, since 1996. Mr. Garcia is Chairman of the
Board of Culinary Concepts, Inc.

Adrian Jones
Director since 2002
Age 43

Mr. Jones has been with Goldman, Sachs & Co. in New York City and
London since 1994, and has been a Managing Director since November
2002. Mr. Jones is a director of Autocam Corporation and Signature
Hospitat Holding, LLC. '

Sanjeev K. Mehra
Director since 2002
Age 48

Mr. Mehra has been with Goldman, Sachs & Co. in New York City
since 1986, and has been a Managing Director since 1996. Mr. Mehra is
a director of the following private companies: Adam Aircraft [ndustries,
Inc., Aramark Holdings Corporation, Nalco Company, SunGard Data
Sysiems, Inc., ADESA, Inc. and Hawker Beechcraft, Inc.

Stephen G. Pagliuca
Director since 2002
Age 52

Mr. Pagliuca has served as a Managing Director of Bain Capital
Partners since 1989. Mr. Pagliuca is a dircctor of Gartner, Inc. (an
information technology research and advisory company) and Wamner
Chilcott Limited (an international pharmaceutical company).

Brian T. Swette
Director since 2003
Age 53

Mr. Swette became Non-Executive Chairman of the Board in April
2006. Mr. Swette served as Chief Operating Officer of eBay from 1998
to 2002 and has been a private investor since 2002. Mr. Swelte is a
director of Jamba, Inc. {a chain of smocthic resiaurants),

Kneeland C. Youngblood

Director since 2004
Age 51

Mr. Youngblood is a founding partner of Pharos Capital Group, L.L.C.,
a private equity firm and has served as managing pariner since January
1998. Mr. Youngblood is Chairman of the Board of the American
Beacon Funds and is a director of Siarwood Hotels and Resorts
Wortdwide, Inc. and Gap Inc.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR”
THE ELECTION OF EACH OF THE ABOVE NOMINEES




EXECUTIVE OFFICERS

The following table sets forth the name, age and positions of each of our executive officers. Executive officers are those
officers designated by our Board as executive officers of the Company pursuant to Section {6 of the Exchange Acl,

Name Age Posltion

John W. Chidsey .. .............. ... ... 45  Chief Executive Officer and Director

Russel B.Klein.................o0o0us, 50  President, Global Marketing, Strategy and Innovation

BenK. Wells .......................... 54  Chief Financial Officer

Julio A.Ramirez. ............... ... oot 53  Executive Vice President, Global Operations

Peter C.Smith ............... ... ... 51  Chief Human Resources Officer

AmeChwat . . .......coovei ., 48  General Counsel and Secretary

Charles M. Fallon, Jr. . ................... 45  President, North America

AmyE. Wagner ............ .. ... ... 42 Senior Vice President, Investor Relations and Global
Communications

Christopher M. Anderson ................. 40  Senior Vice President and Controller

John W, Chidsey has served as our Chief Executive Officer and a member of our board since April 2006. From
September 2005 until April 2006, he was our President and Chief Financial Officer and from June 2004 unti)
September 2005, he was our President of North America. Mr. Chidsey joined us as Executive Vice President, Chief
Administrative and Financial Officer in March 2004 and held that position until June 2004. From January 1996 to
March 2003, Mr. Chidsey served in numercous positions a1 Cendant Corporation, most recently as Chief Executive
Officer of the Vehicle Services Division and the Financial Services Division.

Russell B. Klein has served as our President, Global Marketing, Strategy and [nnovation since June 2006.
Previously, he served as Chief Marketing Officer from June 2003 to June 2006. From August 2002 to May
2003, Mr. Klein served as Chief Marketing Officer at 7-Eleven Inc. From January 1999 to July 2002, Mr. Klein
served as a Principal at Whisper Capital.

Ben K. Wells has served as our Chief Financial Officer since April 2006. From May 2005 to April 2006, Mr. Wells
served as our Senior Vice President, Treasurer. From June 2002 to May 2005, he was a Principal and Managing
Director at BK Wells & Co., a corporate treasury advisory firm in Houston, Texas. From June 1987 to June 2002, he
was at Compaq Computer Corporation, most recently as Vice President, Corporate Treasurer. Before joining
Compag, Mr. Wells held various finance and treasury responsibilities over a 10-year period at British Petroleum.

Julio Ramirez has served as our Exccutive Vice President, Global Operations since September 2007. Mr. Ramirez
has worked for Burger King Corporntion for over 20 years. From January 2002 to September 2007, Mr. Ramirez
served as our President, Latin America. During his tenure, Mr. Ramirez has held several positions, including Senior
Vice President of U.S. Franchise Operations and Development from February 2000 to December 2001 and
President, Latin America from 1977 until 2000.

Peter C. Smith has served as our Chief Human Resources Officer since December 2003. From September 1998 to
November 2003, Mr. Smith served as Senior Vice President of Human Resources at AutoNation.

Anne Chwat has served as our General Counsel and Secretary since September 2004 From St;.plembc'r 2000 to
September 2004, Ms. Chwat served in various positions at BMG Music (now SonyBMG Music Entertainment)
including as Senior Vice President, General Counsel and Chief Ethics and Compliance Officer.

Charles M. Fallon, Jr. has served as our President, North America since June 2006, From November 2002 10 June
2006, Mr. Fallon served as Executive Vice President of Revenue Generation for Cendant Car Renta! Group, Inc.
Mr. Fallon served in various positions with Cendant Corporation including Executive Vice President of Sales for
Avis Rent-A-Car from August 2001 to October 2002.
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Amy E. Wagner has served as our Senior Vice President, Investor Relations and Global Communications since June
2007. Previously she served as Senior Vice President, Investor Relations from April 2006 1o June 2007. From
February 1990 to April 2006, Ms. Wagner scrved in various corporate finance positions at Ryder System, Inc.,
including as Vice President, Risk Management and Insurance Operations from January 2003 10 April 2006 and
Group Director, Investor Relations from June 2001 to January 2003.

Christopher M. Anderson has served as our Senior Vice President and Controller since July 2007. From February
2005 through June 2007, he served as our Vice President and Controller. From May 2002 to Februvary 2005,
Mr. Anderson served as Director of Finance and Controller for Hewlett-Packard. From February 2000 to May 2002,
he served as Director of Finance and Controller for Compaq Computer Corporation.




PROPOSAL 2. RATIFICATION OF THE SELECTION OF INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM

The Audit Committee has appointed KPMG to audit our financial statements for fiscal 2008. A representative of
KPMG is expected to attend the annual meeting and will have an opportunity to make a statement if he or she so
desires. He or she will also be available to respond 10 appropriate questions from our shareholders. For additional
information regarding our relationship with KPMG, please see the “Audit Committee Repont” below.

Although it is not required to submit this preposal 1o the sharcholders for approval. the Board believes it is desirable
that an expression of shareholder opinion be solicited and presents the selection of the independent registered public
accounting firm to the shareholders for ratification. Even if the selection of KPMG is ratified by the shareholders,
the Audit Committee in its discretion could decide to terminate the engagement of KPMG and engage another firm
if the committee determines tha this is necessary or desirable,

THE BOARD OF DIRECTORS RECOMMENDS A YOTE “FOR”
THE RATIFICATION OF THE SELECTION OF KPMG LLP

AUDIT COMMITTEE REPORT

The Audit Committee has: (i) reviewed and discussed the audited consolidated financial statements of the Company
with management; (ii) discussed with KPMG, the independent regisicred public accounting firm, the matiers
required to be discussed by Statement on Auditing Standards 61 {(Communication with Audit Committees), as
modified or supplemented; (iii) received the written disclosures and the letter from KPMG required by Indepen-
dence Standards Board Standard No. 1 (Independence Discussions with Audit Committees); and (iv) discussed with
KPMG the firm’s independence.

Based on these revicws and discussions, the Audit Committee recommended to the Board of Directors that the
audited consolidated financial statements be included in our Annual Report on Form 10-K for fiscal 2007 for filing
with the SEC.

The Audit Committee considered whether the proviston of non-audit services by KPMG was compatible with
maintaining such firm's independence. After reviewing the services provided by KPMG, including all non-audit
services, the Audit Committee, in accordance with its charter, authorized the selection of KPMG as the independent
registered public accounting firm of the Company for the fiscal year ending June 30, 2008.

Respectfully submiited,

THE AUDIT COMMITTEE
Ronald M. Dykes, Chairman
Peter R, Formanek

Manuel A. Garcia

September 12, 2007
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AUDIT FEES AND SERVICES

The following table sets forth fees for professional services rendered by KPMG for the annual audit of our financial
statements for the years ended June 30, 2007 and 2006 and fecs billed for other services rendered by KPMG for such

years.

Fiscal Year
Fee Category 2007 2006
(In thousands)  (En thousands)

AUdit Feest ) L e $3,859 $2,548
Audit-Related Feest® ... oot 160 230
Tax Fees . o e 344 480
AlLOther Feest oot e e —_ 32
Total FeBS & .o i e er et e s bntasnensnanranesornannnnnars 363 $3,290

¢ Annual audit fees for the audits of the consolidated financial statements and the review of the interim condensed quarterly consolidated
financial statements, This category also includes fees for statutory sudits required by the tax sutharitics of varigus countries and accounting
consuliations and research work necessary to comply with Public Company Accounting Oversight Board standards. In fiscal 2007, sudit fees
also inchuded amounts related to the audit of the effectiveness of intemal controls over financial reporting and attestation services, including
the delivery of a comfont letter associated with the secondary offering of common stock held by private equity funds controlled by the
Sponsors. In fiscal 2006, sudit fees included attestation services, including the delivery of a comfort letter associated with our initial public
offering. :

@ Audit-Related Fees primarily consist of the fees for financial statement audits of our cmployee benefit plans, marketing fund, gift card

subsidiary and joint venture,
™) Tax Fees are fees for professional services rendered for tax compliznce, tax ndvice and 1ax planning for various countries. including

expatriate tax services for certain employees, primarily members of eur senior management.
) All Other Fees ere fees billed for miscellaneous advisory services.

Pre-approval Policy

Pursuant to its written charter, the Audit Committee pre-approves all audit services and permitted non-audit services
to be performed by our independent registered public accounting firm. The Audit Committee has adopted a pre-
approval policy under which the Audit Committce has delegated to its chairman the authority to approve services
valued at up to $50,000 per engagement. All decisions to pre-approve audit and permitted non-audit services are
presented to the full Audit Committee at each of its scheduled meetings.

All audit and permitted non-audit services and all fees associated with such services performed by our independent
registered public accounting firm in fiscal 2007 were approved by the full Audit Committee or approved by the
chairman of the Audit Commitiee consistent with the policy described above.

COMPENSATION DISCUSSION AND ANALYSIS

Overview

This Compensation Discussion and Analysis (“CD&A™) describes our compensation philosophy, how the Com-
pensation Committee cstablishes executive compensation, the objectives of the various compensation programs and
how performance metrics are selected and evaluated for the various components of our compensation programs,

As used in this CD&A, the following terms have the following meanings:
» “"BKAP” is BK AsiaPac Pte. Ltd., a Singapore company:;
« “BKC" is Burger King Corporation, a Florida corporation;
= the “CEQ” is our Chief Executive Officer;

s the “CEO Direct Reports” are our employees who report directly to the CEO. All of the NEOs (other than the
CEO and Mr. Brok) are CEQ Direct Reports; and '

¢ the “NEOs” include the following executive officers: John W. Chidsey, CEO, Ben K. Wells, Chief Financial
Officer, Russell B. Klein, President, Global Marketing, Strategy & Innovation, Charles M. Fallon, Jr.,
President, North America and Anne Chwat, General Counsel and Secretary. In addition, the NEOs this year
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inctude two persons who, although not executive officers ar the end of our fiscal year, were executive officers
for a portion of the year; specifically, Peter Tan, our current President, Asia Pacific, and Mantin Brok, our
former Senior Vice President, Franchise Operations and Markeiing, EMEA.

Our Compensation Philosophy and Qbjectives

We believe that compensation is an important tool in furthering our long term goal of creating shareholder value. As
such, our compensation philosophy is based on pay-for-performance principles. Our compensation programs are
designed to support our business strategy by (i) rewarding superior financial and operational performance,
(i) placing a significant portion of compensation ai risk if performance goals are not achieved, (iii) aligning
the interests of the CEO and the CEQ Direct Reports with those of our shareholders and (iv) enabling us to attract,
retain and motivate top talent.

Our compensation policies are aligned with our business strategy and designed to sustain and improve our financial
and operational performance. Our “Global Go Forward Plan” defines the key objectives necessary to achieve our
financial and operational goals. These key objectives are: Grow Profitably, Fund the Future, Fire-Up the Guest and
Working Together. Our executive compensation program for the CEO and each CEO Direct Repont consists of base
salary, annual cash incentives, long term equity incentives and executive benefits and perquisites. Annual cash and
long term equity incentive programs reward financial and operational performance compared to goals established
for the year. Each year, the Compensation Commitiee approves worldwide and regional financial goals for these
programs. Additionally, individual performance objectives are established at the beginning of each fiscal year for al)
of our employees, including the CEO and each CEO Direct Report, which are intended to support the Global Go
Forward Plan and against which the employee’s individual performance is measured. The Compensation Com-
mittee recommends, and the Board approves, individual performance objectives for the CEO each fiscal year. The
CEO then establishes individual performance objectives for each CEO Direct Report based on the objectives that
the Board has set for the CEO, Performance against these pre-established objectives is evaluated by the Com-
pensation Committee following the end of each fiscal year.

For fiscal 2008, the CEQ's and each CEQ Direct Report’s individual performance will be measured based upon

business objectives, which will be 2/3 of their overali individual performance rating, and for the first time,

objectives relating to inclusion and people development, which will be 173 of their overall individual performance

rating, We believe that people are our most valuable resource and that bringing a diverse group of talented

individuals into the organization, ¢creating an inclusive culture and growing and developing our leadership talent

from within are importani goals. The Compensation Commitee decided that 1/3 was the appropriate weight to
reinforce these goals while not diluting other impontant business objectives.

Special Note Regarding Determination of NEOs

Messrs. Tan and Brok served as executive officers from July 1, 2006 through Avgust 29, 2006. Effective August 30,
2006, our Board of Directors designated a new slate of executive officers which did not include Mr. Ten or Mr. Brok.
Mr. Tan is employed by BKAP, which is our primary operating subsidiary in the Asia Pacific region, and until
August 31, 2007, Mr. Brok was employed by Burger King B.V., a Netherlands subsidiary of the Company.
Consequently, many of the benefits provided to Messrs. Tan and Brok are governed by the laws and/or programs
applicable to those local entities and differ from benefits that we offer our U.S.-based executives.

Mr. Brok's position with Burger King B.V. became redundant during fiscal 2007. As a result, Mr. Brok and Burger
King B.V. entered into a Compromise Agreement dated June 25, 2007 (the “Compromise Agreement™), in which
the parties agreed to terminate his employment effective August 31, 2007 (the “Separation Date™). Mr. Brok is an
NEO solely as a result of the severance payment to be made to him under the Compromise Agreement. Mr. Brok's
separation from Burger King B.V. was governed by Netherlands law, which provides significant benefits to
employees in a redundancy situation. The Compromise Agreement provides for a lump sum severance payment to
Mr. Brok in the gross amount of $689,544. The Compromise Agreement also provides for a lump sum repatriation
payment in the gross amount of $15,245 and the continuation of Mr. Brok’s health care coverage through the
Separation Date. As pant of the Compromise Agreement, Mr. Brok agreed not 1o compete with us, not 1o solicit our
employees or franchisees, and to maintain the confidentiality of our information.
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Oversight of Executive Compensation Programs

Role of Compensation Committee

The Compensation Committee is composed entirely of outside directors and is responsible to the Board of Directors
and our shareholders for establishing and overseeing our compensation philosophy and for overseeing our executive
compensation policies and programs generally. As part of this responsibility, the Compensation Committee
(i) administers our executive compensation programs, {ii) evaluates the performance of the CEO and the CEO
Direct Reports, (iii) oversees and sets compensation for the CEQ and the CEO Direct Reports and (iv) reviews our
management succession plan. All decisions relating to the issuance of equity to our executive officers are subject to
review and approval by the Board of Directors until such time as the Compensation Committec meets the
independence requirements of Rule 16b-3 of the Exchange Act. In addition, the Board of Directors approves all
compensation decisions refating to the CEO.

The Compensation Committec’s charter describes the Compensation Committee’s sesponsibilities. The Compen-
sation Commitiee and the Board of Directors review the charter annually. The charter was last revised on March 1,
2007. The Compensation Committee recommends any revisions to the charter to the Board of Directors for
approval.

Role of Compensation Consultant

The Compensation Committee has the authority under its charter to engage the services of outside advisors, experts
and others to assist the Compensation Committee. In accordance with this authority, the Compensation Commitiee
has engaged Mercer as an outside compensation consultant to advise the Compensation Commitiee on matters
related to executive compensation. The Compensation Committee annually reviews the market intelligence on
compensation trends provided by Mercer as well as Mercer’s general views on the specific compensation programs
designed by us. Key services provided by Mercer at the request of the Compensation Committee include:

« Providing on an annual basis a competitive analysis of total direct compensation against our peer group
(described below) for our CEO and the CEQ Direct Reports;

s Assisting in the design of our compensation programs; and

» Reviewing the effectiveness of our compensation prograns, including our annual and long term incentive
programs, against performance of the peer group.

. Inaddition 10 providing services to the Compensation Committee, Mercer also has been engaged by the Company to

provide advice on matters relaied to broad-based compensation and data on compensation practices outside the
United States.

Benchmarking

In order to establish total direct compensation levels for our CEO and the CEO Direct Reports, we annually review
compensation practices and total direct compensation opportunities for comparable positions at selected publicly-
traded peer companics. We review compensation opportunities at other selecied publicly-traded companies and
consider data reported in various compensation surveys. In making determinations about compensation, the
Compensation Committee also considers factors specific 1o the relevant individual and his or her role, including
performance and long term potential, the nature and scope of such individual’s responsibilities and his or her
cffectivencss in supporting our long term goals.

In general, we establish the target total direct compensation of our CEQ and each CEQ Direct Report at the median
of the adjusted target total direct compensation levels established by our peer group for their equivalent or similarly
positioned employees. However, with exceptional performance, our executives have the opportunity to earn total
direct compensation in the upper 25% of the peer group adjusted target total direct compensation levels, as
described below. In line with our benchmarking practices, the total direct compensation of our CEO is established
by reference 10 the compensation of other chief exccutive officers in our peer group and reflects the nature of the
CEO’s role and responsibilities as compared to the CEO Direct Reports.
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Our peer group is focuscd on other restaurant and franchise companies; however, recognizing that we recruit
executive talent from a more diverse background and that we consider international growth to be a key driver of our
success, we also include companies in the broader consumer products/services industry and companies with a
strong global footprint. Additionally, as a highly franchised company, the complexity of managing the overall
BURGER KING® system may not be reflected in our actual revenue, so for peer group purposes, we add 50% of the
worldwide franchise sales of our system to our lofal revenue numbers, thereby increasing our annual revenue, for
benchmarking purposes, to approximately $7 billion. Taking into account this first adjustment, our annual revenue
is stil! less than the median of the peer group. Consequently, in consultation with Mercer, we adjust the
compensation data from the peer group companies for differences in revenue to provide comparable data for
our analysis. We review the peer group and make changes as we deem necessary on an annugl basis.

For the fiscal 2007 analysis, the companies comprising the peer group and their respective industry groups were:

Peer Group Company GICS Industry Description

PepsiCo, Inc. Beverages

The Coca-Cola Company - Beverages

McDonald’s Corp. Hotels, Restaurants & Leisure
Anheuser-Busch Companies, Inc. Beverages

Nike, Inc. Textiles, Apparel & Luxury Goods
Marriott International, Inc. Hotels, Restaurants & Leisure
Yum! Brands, Inc. Hotels, Restaurants & Leisure
Starbucks Corp. Hotels, Restaurants & Leisure
Realogy Corp. Real Estate Management & Development
Starwood Hotels & Resorts Worldwide, Inc. Hotels, Restaurants & Leisure
Darden Restaurants, Inc. Hotels, Restaurants & Leisure
Brinker International, Inc. Hotels, Restaurants & Leisure
Wyndham Worldwide Corp. Hotels, Restaurants & Leisure
Wendy's International, Inc. Hotels, Restaurants & Leisure
Domino’s Pizza, inc. Hotels, Restaurants & Leisure

Role of Executive Officers in Establishing Compensation

Our Chief Human Resources Officer administers our employee profit sharing, severance and other benefit plans and
trusts, with oversight and supervision by the Compensation Committee. In addition, our Chief Human Resources
Officer makes recommendations to the Compensation Committee with regard to job leveling and grading for the
CEO, the CEOQ Direct Reports and other senior level employees. Qur CEQ and Compensation Commitiee work
together to review our management succession planning for these employees.

The CEO annually reviews the individual performance of each of the CEO Direct Reports and provides the
Compensation Committee with (i) evaluations of each CEQ Direct Report, including an evaluation of each person’s
performance against his or her individual performance objectives and (ii} recommendations regarding any increase
in each person’s base salary level, the individual performance rating for purposes of calculating his or her annual
cash incentive payment and the amount of any long term equity award for each person.

The CEO, Chief Human Resources Officer, General Counse) and Vice President of Tetal Rewards atiend
Compensation Committee meetings, although they leave the meetings during discussions and deliberations of
individual compensation actions affecting them personally and during the Compensation Commitiec’s cxecutive
sessions.

Elements of Compensation and Benefit Pragrams

To achieve our policy goals, the Compensation Committee has utilized the following components of compensation:
base salary, annual cash incentives, long term equity incentives, benefits and perquisites, Different elements of the
total compensation package serve different objectives. Competitive base salaries and benefits are designed to anract
and retain employees by providing them with a stable source of income and security over time. Annual cash
incentives are performance-based and designed 1o motivate and reward employees who make a positive impact on
our business and achieve their individual performance objectives. Our grants of long term incentives also are
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performance-based and linked directly to business objectives and, for our CEO and each CEQ Direct Report, to
individual objectives. The use of equity compensation supports the objectives of encouraging stock ownership and
aligning the interests of the CEO and the CEO Direct Reports with those of our shareholders, as they share in both
the positive and negative stock price returns expericnced by other sharcholders.

The only retirement programs we provide to our CEQ and each CEO Direct Report are the ability to participate in
BKC's 401(k) plan and Executive Retirement Program as described below.

The Compensation Committee uses total direct compensation as its measurement when it determines the level and
components of compensation for the CEO and the CEO Direct Reports. The Compensation Committee conducts a
review of the total direct compensation of the CEQ and the CEO Direct Reports using data provided by Mercer and
Company management. For the CEO and the CEO Direct Reports, the Compensation Committee places more
emphasis on the performance-based components of total direct compensation. For fiscal 2007, the total target
performance-based pay for the NEOs (other than Mr. Brok) ranged from 65% to 83% of their total compensation.
For Mr. Chidsey, the components of total direct compensation were targetcd 10 be allocated as 16%% base salary,
16%% annual cash incentive and 66%% long term compensation in the form of equity. For Mr. Klein, the
components of total direct compensation were targeted to be allocated as 26% base salary, 21% annual cash
incentive and 53% long term equity. For Messrs. Wells and Fallon and Ms. Chwat, the components of total direct
compensation were targeted 10 be allocated as 31% basc salary, 22% annual cash incentive and 47% long term
equity. For Mr. Tan, the components of total direct compensation were targeted to be allocated as 35% base salary,
21% annual cash incentive and 44% long term equity. The CEQ’s variable pay as a percentage of total pay exceeds
that of the CEO Direct Reports due to the importance of aligning the interests of the CEO with those of our
shareholders and the nature of the CEO’s role and responsibilities as compared (o the CEQ Direct Reports.

Base Salary

We provide base salaries to recognize the skills, competencies, experience and individual performance that the CEO
and each CEO Direct Report brings to his or her position. The Compensation Committee annually reviews and
approves the base salary of the CEO and each CEO Direct Report and submits the CEQ’s base salary 1o the Board of
Directors for approval. The Compensation Committee considers various factors such as the relevant employment
agreemen, the executive’s performance and responsibilitics, leadership and years of experience, competitive
salaries within the marketplace for similar positions, and his or her total compensation package. Upon consideration
of these factors, the Compensation Committec decided that the base salaries for the CEO and each CEO Direct
Report, except Mr. Klein, were appropriately positioned and therefore, for fiscal 2007, cach NEOQ, except Mr. Klein,
received only a 3% salary increase, pro-rated for time in position, if applicable, which was equal to the gencral
salary increase budget for all U.S.-based salaried employees in fiscal 2007. The Compensation Committee also
decided that Mr. Klein should receive-a larger salary increase for fiscal 2007 to bring his base salary into the desired
competitive range. The increase for all NEOs except Mr. Klein was below general industry average.

For {iscal 2008, our NEOs decided to forego base salary increases. Based on a review of executive compensation
performed by Mercer, the Compensation Committee determined that, despite this decision, Mr. Wells should
receive a base salary increase for fiscal 2008 to bring his base salary into the desired competitive range. Mr. Wells is
thie only NEO who received a base salary increase for fiscal 2008.

Annual Cash Incentive Program and Special Bonus

The CEO and the CEO Direct Repons are eligible to receive an annual performance-based cash bonus based on the
Company's performance and on their individual performance. The CEOQ, the CEO Direct Reports and over 1,350
Company employees are eligible to participate in this annual cash incentive program. For fiscal 2007, annual cash
incentives were awarded under the BKC Fiscal Year 2007 Restaurant Support [ncentive Program (the “RSIP"™),
which was implemented under our 2006 Omnibus Incentive Plan. This annual cash incentive is calculated for each
eligible employee as a percentage of his or her base salary, based on Company and individual performance, as set
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forth below. The formula for determining an eligible employee’s cash incentive under the RSIP (the “Payout
Amoum”) is:

Overall .
Anpus! Target Bonus Business Individual _ Payout
Base X Percentage X Performance X  Performance = Amount
Salary Factor Multiplier

Target Bonus Perceniage: The employment agreement for each of the NEOs (other than Mr. Brok)
establishes the annual targel cash bonus opportunity for the NEO, expressed as a percentage of his or her then
current base salary. The target annual cash bonus opportunities for the NEOs, other than Mr. Chidsey, range from
60% to 80% of base salary and the target annual cash bonus opportunity for Mr. Chidsey is cqual to 100% of his base
salary, Duc to the nature of the CEQ’s role and responsibilities, the CEO’s target cash bonus opportunity as a
percentage of his base salary is greater than that of the CEO Direct Repons.

Overall Business Performance Factor: The Overall Business Performance Factor is based (i) 50% on
worldwide Company performance and (i) 50% on the Company’s performance in the employee's geographic area
of responsibility, which is either worldwide or regional. For fiscal 2007, adjusted EBITDA (earnings before interest,
taxes, depreciation and amortization) was the measure used to determine the Overall Business Performance Factor.
We establish worldwide and regiona! adjusted EBITDA targets and minimum threshold amounts which must be
achieved in order for any paymens to be made under the RSIP. If we achieve (i) the minimum “threshold”
performance level, a 50% payout may be eamned, (ti) the “target” performance level, a 100% payout may be camed,
and (i) the “maximum” performance level, a 200% payout may be eamed. Given the roles and worldwide scope of
responsibility of Messrs. Chidsey, Klein, and Wells and Ms. Chwat, the Overall Business Performance Factor for
those NEOs was measured on a 100% worldwide basis. The Overall Business Performance Factor for Mr. Fallon
and Mr. Tan, who have regional responsibilities, was measured 50% on a worldwide basis and 50% on a regional
basis.

Our threshold, target and maximum performance goals under the RSIP arc based on our Board-approved budget and
business plan for the upcoming fiscal year. We consider our budget and business plan, and accordingly our
performance goals, to be confidential and sensitive competitive information, particularly to the extent that the target
performance goals relate to regional or business unit financial targets for which we do not provide publicly
announced guidance. With respect to our Company-wide target performance goals as to which we currently provide
publicly announced guidance, the assumptions underlying our budget and the assumptions underlying our publicly
announced guidance may differ based on confidential strategic or operating plans or initiatives. To the extent that
publicly announced guidance differs from our budget or is expressed as a range, we believe tha disclosing a specific
target performance goal that differs from our publicly announced guidance would implicitly, and inappropriately,
disclose our confidential assessment of the likelihood of the Company achieving results at one end or the other of
such disclosed range. Our target performance goals are set at the beginning of each fiscal year with the intent of
being challenging, but achievable. Therefore, we anticipate that the targets will be frequently, but not automatically,
achieved, while the achievement of maximum performance levels will be reached only if we significantly exceed
our budget.

Individual Performance Multiplier: For fiscal 2007, Individual Performance Multipliers ranged from 0 to
1.25, based on an individual’s performance rating. Individual performance ratings are detcrmined for each
employee at the end of each fiscal year based on achievement of that person’s individual performance objectives.
Individual performance ratings are given on a scale of between 1 and 5, with 5 being the highest possible rating.

If the Company achieves the Overall Business Performance Factor at the maximum performance tevel, and the
NEQs achieve the highest individual performance rating, the annual cash bonus earned by each of the NEOs would
be as follows {¢xpressed as a percentage of base salary): Mr. Chidsey, 250%: Mr. Klein, 200%; Messrs. Wells and
Fallon and Ms. Chwat, 175%; Mr. Tan, 150%; and Mr. Brok, 98%.

For fiscal 2007, we exceeded our worldwide adjusted EBITDA target portion of the Overall Business Performance
Factor. In making this determination, the Compeasation Committee used reported adjusted EBITDA for fiscal 2007
as a starting point, and then excluded additional expense items that arc one-time non-recurring charges which the
Compensation Commiitec determined were not reflective of our overall financial performance, including costs
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associated with our secondary offering during fiscal 2007 and restructurings in the EMEA and Asia Pacific regions.
We also excceded our adjusted EBITDA target performance levels for the North America, Latin America and Asia
Pacific regions. .

For fiscal 2007, the Compensation Committee evaluaicd the CEO and reviewed the individual performance
evaluations that the CEQ completed for each CEO Direct Report at the end of fiscal 2007. All of the NEOs rated
Individual Performance Multipliers equal to or greater than 1.0. Taking into account business performance and
individual performance, the payouts to our NEOs, except Mr. Brok, ranged between 93% and 132% of their base
salaries. The lump sum severance payment due to Mr. Brok under the Compromise Agreement includes an estimate
of his fiscal 2007 cash bonus; therefore, Mr. Brok was not eligible to receive a cash bonus under the RSIP for fiscal
2007.

The fiscal 2007 cash bonus payments for the CEO and the other NEOs are set forth in the following table:

2007 RSIP CASH BONUS

Target Bonus
Annual as Percentage Percentage Payout Payoul
Nome Base Pay ($)  of Base Sntary  {% of Base Salary)  Amount (§)
JohnW.Chidsey ............. ...t 1,012,500 100% 132% 1,336,500
Ben K. Wells......... ..o 430,313 70% 93% 398,698
Russell B.Klein ............0viivnenn, 500,000 B0% 106% 529,447
Charles M. Fallon, Jr. ...... ... ... vt 425,000 70% 106% 451,094
AmneChwal .......... ... ... i 450,883 0% 93% 417,787
[T gt 11| YA 477,469 60% 102% 484,775

In fiscal 2007, we paid Mr. Klein a one-time cash bonus in the amount of $300,000. in addition to the cash bonus he
earned under the RSIP, in recognition of extraordinary performance.

Long Term Equity Incentives

We believe that long term compensation is a critical component of our executive compensation program as a way to
foster a Jong term focus on our financial results. Long term compensation is an incentive tool that we and the
Compensation Commitiee use to align the financial interests of executives to the creation of sustained sharcholder
value. We believe that equity incentives are preferable to cash in a long term plan design for the following reasons:
equity incentives are a common form of pay in most publicly traded companies, and we use these incentives 10
remain competitive in attracting and retaining exccutives; the ultimate valve is impacted by share price gains or
losses, linking executive returns to those of sharcholders; once vested, stock options provide flexibility for the
executive in deciding when 1o exercise their options and recognize income; and equity incentives provide an
opportunity for executives to increase their stock ownership in us. The Compensation Commiltee has adopted an
Equity Grant Policy and the Board of Directors has adopted Stock Ownership Guidelines. These policies are
described below in the “Additiona) Features of our Executive Compensation Programs” section of this CD&A.

We award long term equity incentives annually to the CEO and each CEQ Direct Report. These awards represent the
largest component of the total direct compensation package for the CEO and the CEO Direct Reports. Individual
target awards were established for fiscal 2007 based on the executive’s level, base salary, and for alt NEOs other
than the CEO, on individual performance during fiscal 2006. The CEO’s target award is not subject to adjustment
based on his individual performance. For fiscal 2007, the target equity awards for the NEOs as adjusted for
individual performance and as a percentage of their base salary were: Mr. Chidsey, 400%; Mr. Wells, 165%;
Mr. Klein, 220%: Mr. Fallon, 150%; Ms. Chwat, 150%; Mr. Tan, 138%; and Mr. Brok, 75%. Individual target grants
for fiscal 2007 were awarded on August 21, 2006.

Each year, the Compensation Committee decides the appropriate types and mix of equity awards. For fiscal 2007,
the Compensation Commitiee decided to uiilize 100% performance-based restricted stock. rather than a mix of
restricted stock and options. This was because the CEO and several of the CEO Direct Reports had previously
received significant option grants, some as recently as May of 2006, and the Compensation Commitiee wanted to
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move towasds a more balanced portfolio of equity to be in a position to reward, motivate and retain key talent as our
stock fluctuates in value. Additionally, due to these prior option grants, fiscal 2007 long term equity incentives to the
CEO and the CEO Direct Reports were based upon 50% of their ordinary target awards rather than 100%., The fiscal
2007 equity incentives to each of Messrs. Klein, Wells and Tan were increased from 50% to 55% of their target
awards, in recognition of their individual performance in fiscal 20086,

The fiscal 2007 performance-based restricted stock awards for the CEQ and the CEO Direct Reports other than
Messrs. Tan and Brok were subject to increase or decrease by up to 50%, and for Messrs. Tan and Brok by up to
20%, at fiscal year end, based upon the financial performance of the Company during fiscal 2007. The measure of
the Company’s performance for this purpose for fiscal 2007 was profit before taxes (“PBT"). The number of
performance-based restricted shares actually awarded for fiscal 2007, after adjustment for Company performance
and the resulting leverage factor, was as follows: Mr. Chidsey, 160,142; Mr. Wells, 28,075; Mr. Klein, 44,039;
Mr. Fallon, 25,522; Ms, Chwat, 26,288; and Mr. Tan, 22,424, The performance-based restricted shares awarded o
Mr. Brok in fisca) 2007 were forfeited as a result of the terminaiion of his employment. As discussed above, we
consider our budget and business plan, and accordingty our target PBT performance goals, to be confidential and
sensitive competitive information.

The fiscal 2007 grants of performance-based restricted stock 10 Messrs. Wells, Klein, Fallon, and Tan will vest
100% after three years, and the grants to Mr. Chidsey and Ms. Chwat will vest 50% after three years and the
remaining 50% after four years. The Compensation Committee considered the equity holdings of the CEO and CEQO
Direct Reports, and based on the existing vesting schedules for the outstanding equity of these NEQs, determined
that a delayed vesting of a portion of the performance-based restricted stock award would further the Company’s
retention goals for Mr. Chidsey and Ms. Chwat.

For fiscal 2008, the Company has granted the NEOs a combination of equity grants, with 50% of the value eamed in
the form of stock options and 50% of the value eamned in the form of performance-based restricted stock or
performance-based restricted stock units. The grant date was August 27, 2007, The option awards will vest ratably
over four years and the performance-based restricted stock or perfortnance-based restricted stock units will have a
one year performance period ending June 30, 2008, and will vest 100% on the third anniversary of the grant date.
The Company performance factor of PBT will continue to be used as the business objective measure for long term
equity incentive awards. For fiscal 2008, the target equity awards for each NEQ, as a percentage of his or her base
salary, are: Mr. Chidsey, 400%; Mr. Klein, 200%; Messrs. Wells and Fallon and Ms. Chwat, 150%; and Mr. Tan,
125%.

Executive Benefits & Perquisites

In addition to base salary, annual cash bonuses and long term equity incentives, we provide the following executive
benefit programs:

Executive Refirement Program

The Executive Retirement Program (*ERP”) is a non-qualified program available to senior-level employees in the
U.S. This program permits voluntary deferrals of up to 50% of salary and 100% of cash bonus until retirement or
termination of employment. Amounts deferred, up to a maximum of 6% of base salary, are matched by us on a
dollar-for-dollar basis. Depending on the level at which we achieve specified financial performance goals, accounts
under the plan also may be credited with up to an additional 6% of base salary by us. The financial performance
goals for fiscal 2007 were based on adjusted EBITDA. The financial performance goals for fiscal 2008 also will be
based on adjusied EBITDA. All amounis deferred by the executive, or credited to his or her account by us, earned
interest for the first six months of fiscal 2007 at an annual rate of 8.5%, and for the second six months of fiscal 2007
at an annual rate of 8.0%. For fiscal 2008, each parniicipating employee will earn interest at a rate that refiects the
performance of investment funds that he or she selects from a pool of funds. All of our contributions vest ratably
over the three-year period beginning on the date the employee commences employment. Our performance-based
contribution for fiscal 2007 was 4.64% of base salary for all participating employees. Further details for the NEOs
are provided in the 2007 All Other Compensation Table on page 27 and the Nonqualified Deferred Compensation
Table on page 30. )
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Executive Life Insurance Program

The Executive Life Insurance Program provides life insurance coverage which is paid by us and allows U.S.-based
executives 1o purchase additional life insurance coverage at their own expense. Coverage for our U.S.-bascd NEOs,
which is paid by us, is limited to the lesser of $1.3 million or 2.75 times base salary. BKAP's life insurance program
provides life insurance coverage which is paid by BKAP. Under this program, employees receive coverage in an
amount equal to 24 times the employee’s monthly salary. Further details are provided in the 2007 All Other
Compensation Table on page 27.

Executive Health Plan

The Executive Health Plan is offered to our U.S.-based NEOs and serves as a fully insured supplement to the
medical plan provided to all BKC employees. Out-of-pocket costs and expenses for deductibles, coinsurance, dental
care, orthodontia, vision care, prescription drugs, and preventative care are reimbursed up to an annual maximurm of
$100,000. Further details are provided in the 2007 All Other Compensation Table on page 27.

Perquisites

Each NEO employed by BKC is provided with an annual perquisite allowance to be used, at his or her election, in
connection with financial planning services, automobile atlowance and additional life and other insurance bencefits.
Currently, the annual allowance amount is $50,000 for Mr. Chidsey and $35,000 for Messrs, Wells, Klein and Fallon
and Ms. Chwat. Additional information regarding perqguisites provided to the NEOs is set forth in the 2007
Perquisites Table on pages 26.

Certain Other Benefits

BKC also maintains a comprehensive benefits progeam consisting of retirement income and health and welfare
plans. The objective of the program is to provide full time employees with reasonable and competitive levels of
financial support in the event of retirement, death, disability or iliness, which may interrupt the cligible employee’s
employment and/or income received as an active employee. BKC’s health and welfare plans consist of life,
disability and health insurance bencfit plans that are available to all full-time employees.

Employment Agreements, including Change in Control and Scverance Arrangements

Employment Agreement with Mr. Chidsey

On April 7, 2006, BKC entered into an employment agreement with Mr. John W, Chidsey, BKC’s CEOQ., The term of
the agreement ends on April 6, 2009. At the end of the term, the agreement automatically extends for additional
three-year periods, unless either party provides notice of non-renewal 10 the other at least six months prior to the
expiration of the relevant period. Mr. Chidsey currently receives an annual base salary of $1,012,500. The
employment agreement provides that Mr. Chidsey's 1arget annual cash bonus opportunity is 100% of his base
salary; however, Mr. Chidsey has the opportunity 1o eam up to 250% of his basc salary if the Company achieves its
financial objectives at the maximum level and Mr. Chidsey receives the maximum individual performance rating
pursuant 10 the RSIP. Mr. Chidsey may clect to receive up 10 50% of his annual cash bonus in such non-cash form as
the Compensation Committee makes available to members of our senior management team. On an annual basis,
Mr. Chidsey also is entitled to receive a target annual performance-bascd equity grant {consisting of restricted stock,
stock options or any combination thereof as determined by the Compensation Committee) with a grant date value
equal to 400% of his base salary as described in the “Elements of Compensation and Benefit Programs” section of
this CD&A. Mr. Chidsey also is entitled to receive an annual perguisite allowance of $50,000 and is entitled to
private charter jet usage for business travel (and up 10 $100,000 per year for personal use).

If Mr. Chidsey’s employment is terminated without cause or he terminates his employment with good reason or due
to his death or disability (as such terms are defined in the employment agreement), he will be entitled to receive an
amount equal to two times his annual base salary and target annual cash bonus {or three times, if his termination
occurs after a change in control). This severance amount will be payable over a period of six months on our regular
payroll dates, commencing on the six month anniversary of the termination date and ending on the one year
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anniversary of the termination date. Mr. Chidsey also will be entitled to continued coverage under BKC’s medical,
denta! and life insurance plans for he and his eligible dependents and payment of his perquisite allowance, each
during the two-year period following termination {or three-year period, if his termination occurs after a change in
control), If Mr. Chidsey’s employment is terminated due to his death or disability or during the 24-month period
after a change in control of the Company either without cause or for good reason, all options and other equity awards
held by Mr. Chidsey will vest in full and he will have one year to exercise such awards. Among other events, a
resignation for any reason within the 30-day period immediately following the one-year anniversary of a change in
control involving a strategic buyer (as determined by the Board) constitutes a termination by BKC without cause
under the employmeni agreement. If any payments due to Mr. Chidsey in connection with a change in control would
be subject to an excise lax, we will provide Mr. Chidsey with a related tax gross-up payment, unless a reduction in
Mr. Chidsey’s payments by up 10 10% would avoid the excise tax,

Employment Agreements with Messrs. Wells, Klein and Fallon and Ms. Chwal

Mr. Ben K. Wells, Chief Financial Officer, Mr. Russell B. Klein, President, Global Marketing, Stratcgy and
Innovation, Mr. Chartes M. Fallon, Jr., President, North America, and Ms. Anne Chwat, General Counsel and
Secretary, are subject to employment agreements with BKC. The term of cach of the agreements ends on June 30,
2008, At the end of the term, each executive’s employment agreement automatically extends for an additional one-
year period and will continue to be so extended unless BKC provides notice of non-reneéwal at least 90 days prior to
the expiration of the relevant period. These NEOs currently receive annual base salaries of $480,300 for Mr. Wells,
$500,000 for Mr. Klein, $425,000 for Mr. Fallon, and $450,883 for Ms. Chwat. Messrs. Wells and Fallon and
Ms. Chwat are eligible to receive a performance-based annual cash bonus with a target payment equal 1o 70% of his
or her annual base salary if the Company achieves the target financial objectives set by the Compensation
Committee for a particular fiscal year; however, he or she is eligible to receive a performance-based annual cash
bonus of up to 175% of his or her base salary if the Company achieves its financial objectives at the maximum level
and he or she receives the maximum individual performance rating pursuant to the RSIP. Mr. Klein is eligible to
receive a performance-based annual cash bonus with a target payment equal to 80% of his annual base salary if the
Company achieves the target financial objectives set by the Compensation Committee for a particular fiscal year;
however, he is eligible to receive a performance-based annual cash bonus of up 10 200% of his base salary if the
Company achieves its financial objectives at the maximum level and he receives the maximum individual
performance rating pursuant to the RSIP. Each executive may elect to receive up o 50% of his or her annual
bonus in the form of restricted stock units or in any other non-cash form that the Compensation Committee makes
available to members of BKC's senior management team. Each executive also is entitled to receive an annual
perquisite allowance of $35,000 and is eligible to participate in our long term equity programs.

If BKC terminates the executive's employment without cause or if the executive terminates his or her employment
with good reason (as defined in the relevant agreement), the executive will be entitled to receive his or her then
current base salary and perquisite alowance for one year, payable in equal installments over one year beginning on
the termination date, a pro-rata bonus for the year of termination and continued coverage for one year under BKC's
medical, dental and life insurance plans for him or her and his or her eligible dependents. Additionally, if the
exccutive’s employment is lerminated a1 any time within 24 months after a change in control of the Company either
without cause or by the executive for good reason, all options held by the executive will become fully vested upon
termination and he or she will have 90 days to exercise such options. Sec the 2007 Potential Payments Upon
Termination or Change in Control Table on pages 30-32 for a description of accelerated vesting of other types of
equity upon termination of employment without cause or for good reason following a change in control.

Employment Agreement with Mr. Tan

Mr. Peter Tan, President, Asia Pacific, is subject to an employment agreement with BKAP. The term of the
agreement is not specified; however, under the terms of the agreement, either party may terminate the agreement
with or without cause, in accordance with the notice provisions set forth in the agrecment. Mr. Tan currently
receives an annual base salary of $477,469. Mr. Tan is eligible to receive a performance-based annual cash bonus
with a target payment equal to 60% of his annual base salary if the Company achieves the target financial objectives
set by the Compensation Committee for a particular fiscal year; however, he is eligible to receive a performance-
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based annual cash bonus of up to 150% of his base salary if the Company achieves its financial objectives at the
maximum level and he receives the maximum individual performance rating pursuant to the RSIP. Mr. Tan also is
entitled to receive an annual car allowance of $45,962 and is eligible 1o participate in our long term equity programs.

If BKAP terminates Mr. Tan’s employment without cause, he will be entitled to receive his then current base salary
for one year, payable in equal installments beginning on the termination datc, a pro-rata bonus for the year of
termination and continued coverage for one year under BKAP’s medical, dental and life insurance plans for him and
his eligible dependents.

The potential payments and benefits to the NEOs in the event of a termination of employment or change in control
are described below in the 2007 Potential Payments Upon Termination or Change in Control Table on pages 30-32.

Non-Competition and Confidentiality

Each of the CEO and the CEO Direct Reports has agreed in his or her employment agreement: (i) not to compete
with us during the term of his or her employment and for one year after the termination of employment; (ii) not to
solicit our employees or franchisees during the term of his or her employment and for one year after termination;
and (iii) to maintain the confidentiality of our information. If the excculive breaches any of these covenants, we will
cease providing any severance and other benefits to the executive and we may require the executive to repay any
severance amounts already paid to him or her. See the “Clawback Policy” section of this CD&A for information
about our right to recoup economic gains from equity grants if an employee violates any restrictive covenants
contained in his or her employment or separation agreement.

Additional Features of our Executive Compensation Programs

Deductibility of Compensation

Section 162(m) of the Internal Revenue Code of 1986, as amended, generally limits the tax deductibility of annual
compensation paid by a publicly-held company 1o $1,000,000 for the CEO and the next four highest compensated
officers of the Company. Because of our status as a newly public company, our existing compensation programs are
eligible for special relief from this tax rule. Once this relief expires, the Compensation Committee intends to utilize
performance-based compensation programs that mecet the deductibility requircments under Section 162(m).
However, the Compensation Committee also realizes that in order to attract and retain individuals with superior
talent, the possibility exists that individual exceptions may occur.

Equity Grant Policy

On February 28, 2007, the Compensation Commitice adopted an Equity Grant Policy goveming the issuance of our
equity. Under the Equity Grant Policy, the Compensation Commitiee may delegate to one of our officers the
authority to make grants to any person other than the CEO, the CEQ Direct Reports or our executive officers, except
that until the Compensation Committce meets the independence requirements of Rule 16b-3 of the Exchange Act,
all equity awards to the CEO, and other executive officers are subject (o review and approval by the Board of
Directors.

Under the Equity Grant Policy, our annual employee grants must be made on August 2 1* of each year and our mid-
year grants must be made on March 21" of each year. The Company, with the approva) of the Compensation
Committee or pursuant to the delegation of authority described above, also may make additional grants at its
discretion. These additional grants are gencrally made for purposes of recognition and retention, and to newly hired
executives, and are to be awarded on the first day of the month following the date of approval of the equity award, or
at a later date designatcd by the approving authority. No grants may be made on any of these predetermined dates if
the grant date would fall on or within five days preceding our release of material non-public information. In this
event, the grant date must be postponed until the first business day following the release.

Under the Equity Grant Policy, we set the exercise price of options and the fair market value of other equity awards
at the closing price of our common stock on the NYSE on the date of the grant, or, if there is no reported sale on the
grant date, then on the last preceding date on which any reported sale occurred.
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Executive Stock Ownership Guidelines

On September 13, 2007, the Board adopted Executive Stock Ownership Guidelines (the “Guidelines™) establishing
minimum equity ownership requirements for our CEQ, executive vice presidents and senior vice presidents. The
purpose of the Guidelines is to align the interests of those executives with the interests of shareholders and further
promote our commitment to sound corporate govemnance, The minimum required ownership is determined as a
multiple of the executive’s annual base salary, based upon the executive’s level, as follows: 4 1imes base salary for
our CEO, 2.5 times base salary for Mr. Klein, 2 times base salary for all other executive vice presidents, 1,75 times
base salary for all regional presidents and one times base salary for all other senior vice presidents.

The Guidelines identify the types of equity that may be considered in determining whether an executive has met the
minimum ownesship requirement. Executives will have between three and five years to reach the minimum
requircment, depending upon the date they commenced employment with us. If an cxecutive does not meet his or
her minimum required ownership within the proscribed time period, then until he or she meets the requirement, he
or she must retain 100% of all net shares received from the exercise or settlement of equity awards granted under our
incentive plans. Once an executive achieves his or her minimum required ownership on or after the applicable
deadline, he or she must maintain the minimum required ownership for as long as he or she is an employee.

Clawback Policy

As described in our standard equity award agreements issued after April 2006, the Compensation Commitice may
seek to recoup economic gains realized during the preceding year from the vesting, exercise or settlement of equity
grants from an employec who violates any post-employment restrictive covenant, contained in his or her
employment or separation agreement, including non-compete and confidentiality obligations.

COMPENSATION COMMITTEE REPORT

We have reviewed and discussed the foregoing Compensation Discussion and Analysis with management. Based on
our review and discussions with management, we recommended to the Board of Directors, and the Board of
Directors has approved, that the Compensation Discussion & Analysis be included in this proxy statement.
THE COMPENSATION COMMITTEE

Stephen G. Pagliuca, Chairman
Richard W, Boyce
Sanjeev K. Mchra

September 12, 2007
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EXECUTIVE COMPENSATION

2007 SUMMARY COMPENSATION TABLE

Nonquallfied
Noa-Equity Deferred
Stock Optice  Incentive Pha Compemation  All Other
Salary®  Boous®  Awards Awards® Cospensation™  Earnlngs* Compensation™  Total

Name and Principal Peslilon  Year (%) {3} {$) ($ ($) {$) (%) ($)
John W. Chidsey ..... 2007 1,009,135 0 1,140,693 338,589 1,336,500 8,741 313,423 4,147,081
Chicf Executive Officer

Ben K. Wells, ,...... 2007 428,883 0 96,886 373,184 398,698 589 95237 1,393,477
Chief Financial Officer

Russell B. Klein .. ... 2007 500,000 300,000 151,978 321,118 529,447 4,773 110,845 1,918,161

President, Global
Markeling, Strategy &
Innovation

Charles M. Fallon, Jr. .. 2007 425,000 0 300,840 331582 451,094 5N 314,592 1,823,619

President, North
America

Anne Chwat ...... .. 2007 447347 0 68,074 63,794 417,157 6512 104,182 1,107,666

General Counsel and
Secretary

Peter Tan'™. . ....... 2007 474,557 0 285257 106375 484,715 0 131,618 1,482,582

President, Asia Pacific

Martin Brok!, ...... 2007 382,776 135 30,612 20,263 0 0 1,683,733 2,117,519

Former Senior Vice
Presidenmt, Franchise
Operations and
Marketing, EMEA

) Messrs. Tan and Brok served s executive afficers from July 1, 2006 through August 29, 2006, Effective August 30, 2006, we designated a
new slate of executive officers which did not include Mr. Tan or Mr. Brok. All emounts included in these tables for Messrs. Tan and Brok,
eacept Mr, Ton's medical premiums and relocation expenses, are based upon exchange rates on June 29, 2007, which was the {ast business
day prior 10 the end of fiscal 2007, The exchange rates on June 29, 2007 are based on the onc day average historica! rate as found on
OANDA com, as follows: 0.651 1 USD to | SGO for Mr. Ten and 1 Euro 10 1.34608 USD and | GBP t0 200121 USD for Mr. Brok. Mr. Tan’s

medical premiums and relocation expenses are based upon ¢xchange rates on the date of the applicable payment or reimbursement.

) These amounts are the acrual base salaries paid 10 the NEOs during fiscal 2007, and do not include the full 3% base salary increase, prorated

for time in position, which became cffective on or around September 29, 2006.

) We paid a one-time bonus to Mr. Klein on March 19, 2007. This paymen: was approved by the Compensation Committee to reward

« extraordinary performance.

-

in our financial statements for fiscal 2007 and will not in any future periods.

The assumptions and methodology used to calculate the accounting expense recognized in fiscal 2007 for the Post-1PO Options are sel
forth in Note 3 to our Consalidated Financial Statements included in our Form 10-K for fiscal 2007, The assumptions and methodology used
1o calculate the expense associated with the Pre-1PO Options for purposes of this 2007 Summary Compensation Table are set forth below:

Valuation and amorization method— We determined the fair vatue of the Pre-1PO Options using the Black-Scholes option-pricing
formula. This fair value was then amortized on 8 straight-line basis over the requisite scrvice periods of the swards, which is generally the
vesting period. The Pre-IPO Options expire 10 years from the grant date and generally vest ratably over a five-year scrvice period

commencing on the grant date.

Expected Term — The eapecied torm represents the period that our stock-based awards are expected to be outstanding and was
determined based on historical experience of simitar awards, giving consideration to contrectual terms of the awards, vesting schedules and
expectations of future employce behavior. We determined the expected term of the Pre-IPO Options using the simplificd meihod for “plain
vanilla™ options as discussed in Section D. Centain Assumptions Used in Vajuation Methods, of SEC Staff Accounting Bulletin No. 107.

Based on the results of applying the simplificd method, we used five years as the expected torm for all Pre-IPO Options.

Expected Volatility— As we were not a publicly traded company on the date that any of the Pre-IPO Optians were granted, we have
elected 10 base our estimate of the expected volatility of our common stock on the historical volaility of a group of our peers whose kistorical

share prices for the relevant time frame ere publicly available. The time frame used was five ycars prior to grant date.

Expecied Dividend Yield— We used historica) dividend yield tends as an estimate for future yields for all Pre-{PO Options. As we did

not declare dividends prior to February 16, 2006, the dividend yield uscd for alt Pre-1PO Options was 0.00%.
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Amounis shown in this colurmn include (i) the accounting expense recogmized by us in fiscal 2007 refated to the unvested portion of stock
option awards made after February 16, 2006 {the “Post-IPO Options™) and {ii) the accourting expense thal would have been recognized by us
in fiscal 2007 relating to the unvested portion of stock option awards made prior to February 16, 2006 (the “Pre-IPO Options™} if these options
had been subject to the “modificd prospective mnsition method™ for public companies, As discussed in Note 3 10 our Consolidated Financial
Statemnents included in our Form 10-K for fiscal 2007, since we applied the minimum value method Lo options granted prior to our becoming &
public company, as permitted under SFAS No. 123, to calculate the grant dale fair value of our Pre-IPO Options using the Black-Scholes
option pricing made! for pro forma stock based compensation disclosure, we did not recognize any expense associated with Pre-[PO Options




Risk-Free lnserest Rate — We based the risk-free interest rate used in the Black-Scholes valuation method a1 the time of the stock option
grant on the yicld to maturity on zero-coupon U.S. government bonds having u remaining life equal to the option's expected term.

‘The foliowing assumptions were used to estimare the fair value of the Pre-1PO Options reflected in the 2007 Summary Compensation Table:

Pre-IPO Option Grant Date

1/1/06-2/15/06 2005 2004 2003
Average expected term. . ... .ol 5 yms, 5 yrs. 5 yrs, 5 yrs.
Expected volatility. . ........ ... 0 uounn 1.834% 32.97% - 36.62%  40.06% - 42.30%  43.91% - 45.15%
Weighted-avernge volatility . .. . ............ 31.84% 31.28% 39.94% 22.99%
Risk-free interestrate. . .. oo iininnn s, 4.78% 1.88% - 4.78% 3.48% - 3.98% 1.83% - 3.98%
Expected dividend yield . . ... ... ... .. ... 0.0% 0.0% 0.0% 0.0%
Weighted-average fairvalue .. ............. §$7.94 $3.87 $1.54 $1.53

) The smounts reported in this colemn reftect compensation earned for fiscat 2007 performance under the RSIP. We pay cash incentives under
the RSIP in the fiscal ycar following the fiscul year in which they were eamed. On August 14, 2007, the Compensation Commitice
determined that we had caceeded the relevant worldwide adjusied EBITDA target and the relevant adjusted EBITDA rargess for the North
America, Latin America and Asia Pacific regions, and the Compensation Committee approved the CEOQ’s and cach CEO Direct Report's
individual performance measures and cash incentive payment. The Compensation Committee also submitted the CEG's individuat
performance measures and cash incentive payment for approval 1o the Board of Directors. On August 20, 2007, the Board approved
the Compensation Commitiee’s recommendations. Fiscal 2007 cash incemtive payments were made in Scptember 2007, The lomp som
severance payment due to Mr. Brok under the Compromisc Agreement includes an estimate of his fiscal 2007 cash bonus; therefore, Mr. Brok
did not receive a cash bonus under the RSIP for fiscal 2007.

8 The smounts reported reflect the “above market™ camings, if ey, on income previously camed and deferred by each NEO under the ERF. The

ERP is deseribed in the “Executive Benefits and Perquisites™ section of the CD&A on page 20.

This column includes the perquisites described below in the 2007 Perquisiles Table. This column also includes expatriste benefits and

separation payments for MI. Brok, executive medical expenses for it NEOS, life insurance premiums, dividend equivalents as described in

Footnote 3 to the 2007 All Other Compensalion Table on page 27, and the Company's matching and performunce-based contributions into the

Company’s 4D1(k) plan and ERP, as described in the 2007 All Other Compensation Table. Messrs. Tun and Brok arc not cligible for

participation in these U.S.-based programs,

a
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2007 PERQUISITES TABLE

Our NEOs received the following perquisites during fiscal 2007:

Perquisite Personal Auto Executive Totad

Allowance!”  Travel Expenses”  Relocation™  Miscellancous™  Perguisites
Name Year % {$) L) $ (3) ($)
John W. Chidsey ..... 2007 50,000 88,693 0 0 . 1,573 140,266
Ben K. Wells . ....... 2007 35,000 0 0 1,529 315 36,844
Russell B. Klein. . .. .. 2007 35,000 0 0 0 1,017 36,017
Charies M. Fallon, Jr. .. 2007 35,538 3.579 8,517 209,763 4,611 262,008
Anne Chwat. ........ 2007 35,000 0 0 0 3936 38,936
Peter Tan........... 2007 0 Y " 47,219 66,841 0 114,060
Martin Brok. . ....... 2007 0 0 22013 29,445 338 51,796

{1} These perquisite allowances were paid to the NEOs in accordance with their respective employment agreements. The perquisitc allowance
for Mr. Fullon cxceeds the amount set forth in his cmployment agreement because it includes a retroactive payment for fiscal 2006 in the
amount of $538 that was made in fiscal 2007. Each NEO uses the perquisile allowunee, at his or her election, in connection with financial
planning services, automobile sllowance and additional lifc and other insurance benefits. )

) Mg, Chidsey is emilled 1o private charter jel usage for personal use of up 10 $100.000 per year, of which he used $88,693 in fiscal 2007.
M, Chidscy is fully responsible for all taxcs associated with his personal use of the Compuny aircraft; however, the Company provides tax
reimbursement for required spousal travel on the Company aircralt when associated with Mr. Chidsey’s business use of such aircrafl. No such
spousal travel was required during fiscal 2007. .

* Incluged in this column are the costs paid by the Company for personal use of a Company car by Mr. Faflon during fiscal 2007, $45.578 for
Mr. Tan's car allowance and $22,013 for Mr. Brok's car allowance.

) The amounts in this column for Mcssrs, Fallon and Tan include the foltowing relocation expenses paid in accordance with our relocation
policy: Mr. Fatlon, $176,900. plus a tax gross-up of $32,863: and Mr. Tan, $66,84). The amounts in this column for Mr. Brok rcpreseat
repatriation cxpenses in the amount of $29.445.

9 Represems miscellancous gifis, event iickets, fces and services paid or provided by the Company.
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2007 ALL OTHER COMPENSATION TABLE

Company
Contributlons
to Retirement  Dividend
Wellare and Equivalents Expatriate
Perquisites  Plans'™  401(k) Plans™®  Earned”  Benefits'”  Severunce'™

Name Year ($) ($) ($) {$) ($) () Total ($)
John W. Chidsey ...... 2007 140,266 10,951 107,528 54,678 0 0 313,423
Ben K. Wells. . ....... 2007 36844 18,475 36,799 3,119 0 0 95,237
Russell B. Klein . ..... 2007 36,017 24970 38,200 11,658 0 0 110,845
Charles M. Fallon, Jr. .. 2007 262,008 4,022 44,239 4,323 0 0 314,592
Anne Chwat . ........ 2007 38936 15,630 46,695 2,921 0 0 104,182
Peter Tan........... . 2007 114,060 11,595 0 5,963 0 0 131,618
Martin Brok ......... 2007 S1,796 4,755 57,216 1,607 878815 689,544 1,683,733

) Amounts in this column reflect life inserance premiums paid by us and payments made by us under the Exccutive Health Plan and the health
plans applicable 1o Messrs, Tan and Brok. The amounts for cach NEO are: Mr. Chidsey, $1,703 and $9,248, respectively: Mr. Wells, $3,159
and $15,316, respectively: Mr. Klein, $2,699 and $22,271, respectively. Mr. Fallon, $1 ,621 and $2,401, respectively; Ms. Chwat. $2,031 and
$13,599, respectively. Mr. Tan, $0 and §11,595, respectively: and Mr. Brok, $4,755 and $0, respectively.
The amounts in this cohumn for the CEO and the CEQ Direct Reponts represemt Company matching contributions 10 the 401(k) plan and the
ERP and the Company's profit sharing contribution to the ERP, s follows: Mr. Chidsey, $13,500, $47.048 and $46.980, respectively;
Mr. Wells, $16,332, 30 and $19,967, respectively: Mr. Klein, $13,385, 51,615 and $23,200, respectively; Mr. Fallon, 30, $24,519 and
$19,720, respectively; and Ms. Chwat, $13,568, 312,206, and 520,921, respectively. The amounts in this column for Mr. Brok represent
contributions 10 Mr. Brok’s employer's pension plan.
® Quanterly dividends and dividend equivalents in the amoun! of $0.0625 per share were paid by the Company to record owners of shares, in the
case of dividends, and 1o the holders of restricted stock units and performance based restricted slock, in the case of dividend equivalents, as of
February 15, 2007 and June 11, 2007, respectively. The amounts in this column represent accrued dividend equivalens on vested and
unvested restricted stock units and performance based restricted stock.
This column represents expatriale benelits received by Mr. Brok during fiscal 2007 in connection with his (emporary assignment from The
Netherlands (o the United Kingdom. Included in the total number is (i) $620.816 paid by the Company for Mr. Brok's individual income taxcs
in The Netherlands and the Unitzd Kingdom, a portion of which we anticipate will be refunded upon the filing of Mr, Brok's future (ax
feturns, and (ii) housing assistance in the amount of $148,634,
) Mr. Brok is scheduled (o receive a lump sum scverance payment in October 2007, in the amount reflected in this column, in sccondance with
the terms and conditions of the Compromise Agreement.
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2007 GRANTS OF PLAN-BASED AWARDS TABLE

Estimated Potential Payouts  Estimated Potential Payouts e yatoe.

Under Nnn-Equl:gsl(lzljccnﬂve Plan Under Eq::g‘r[:;snﬂve Plan 1 Suck

Awa and Optlon
Grant Appro"al Threshold Terget Maximom Threshold Terget Maximum A\I’E‘r‘llis
Name Date  Date'” () ($) $ (" #) ) $)
John W, Chidsey .......... 82106 BAMOM6 506250 1012500 2,531250  TI,I74 142348 213,522 1,999,989
Ben K Wells, . ........... 821/06 809/06 150,610 301,219 753,048 12478 24955 37433 350,618
Russell B. Klein. . ......... &721/06 80906 200,000 400,000 1,000,000 19.573 9,145 58,718 549,987
Charles M, Fallon, Jr. ... . ... &721/06 80906 148,750 297500 743750 11,43 22686 34029 318,738
AnneChwat ............. 8/21/06 B8M906 157,809 35618 789,045  11.684 23,367 15051 328,306
Peter Tan . ........... ... 8R21/06 8906 143,241 286481 716,203 17,085 21,356 25627 300,052
Martin Brok . ............ 821/06 BA9/06 86,014 172,028 376311 7,248 9,060 10872 121,293

) The Compensation Commitiee recommended that the Board approve the fiscal 2007 equity grants and the Board of Directors approved the
fiscal 2007 equity grants a1 meetings held on August 8, 2006 and August 9, 2006, respectively: however. the approvals required that the gramts
be made an August 21, 2006 in accordance with the Company's prior practice. This practice is now reflected in the Company's Equity Grant
Policy described in the CD&A on page 23,

) The amounts reported in this column reflect patential payments based on fiscal 2007 performance under the RSIP. The “Maximum®
estimated potential payout reflects what an NEO would eam if the Company mel or exceeded its financial performance goals at the maximum
leve! and the NEO received the highest individual performance rating. A description of the RSIP and our *Threshold,” *“Target” and
“Maximum" payments, is included in the CD&A on page 17-18. Fiscal 2007 cash incentive paymenis were made in Scptember 2007, The
sctual amounts paid under the RSIP are the amounis reflected in the Non-Equity Incentive Plan Compensation column of the 2007 Summary
Compensation Table on page 27.

™ |n August 2006, we granied cach NEO performance based restricted stock awards under our 2006 Omnibus Incentive Plan. The amount of
performance-based restricied shares granted [0 each NEO, other than the CEO, was calculated as follows: the NEO's curremt salary,
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muitiplied by the individual performance factor (which may resutt in an awerd of up to 20% more or less than actual salary), divided by the
closing stock price on the grant date. For the CEO. the amount of performance based restricied shares is calculated similarly; however, his
percentage is nod subject to adjusiment based on his individual performance. The actual number of performance-based restricted shares
granted in August 2006 is reflected in the “Target” column above. If the Company achieves its target PBT, this js thc ameunt of restricted
shares that will be eamed at the end of the enc-year performance period. The number of performunco-based resiricied shares that will be
carned by the NEO a1 the end of the onc-year performance period is then subject to a decrease of up 1o 50% for oIl NEQs, other than Mr. Tan
who Is sebject 10 a decrease of up o 20%, if the Company achieves PBT between the “Threshold™ and “Target™ levels or up to 8 50% increase
for all NEOs, other than Mr. Tan who is subject to an increase of up to 20%, if the Company achicves PBT between the "“Target™ and
“Maximum” levels, For fiscal 2007, PBT exceeded the plan target, and the awands for all NEOs except Mr. Tan were increased by 12.5%,
which was the leverage factor for the CEQ and all execulive vice presidents, and for Mr. Tan by 5%, which was the leverage factor for all
senior vice presidents. The actual number of shares granted for fiscal 2007, taking the leverage factor into consideration, is described in
Footnote 4 below.

The amounts reflected in this column represent the target performance-based restricted stock award issued to each NEQ on August 21, 2006
(the grant datej, not taking into sccount the Company performance leverage factor described in Footrote 3 to this table. The leveraged
amounts were determined in August 2007, based upon the Company's actual PBT for fiscal 2007, The actuzl amounts granted, after taking
into account the Company performance levernge factor and the corresponding values using the closing price on the August 21, 2006 grant
date, are as follows: Mr. Chidscy, 160,142 and $2,249,995, respectively; Mr. Wells, 28,075 and $394,454, respectively; Mr. Klein, 44,039 and
$618,748, respectively; Mr. Fallon, 25.522 and $358,584, respectively; Ms. Chwat, 26,288 and $369,346, respectively; and Mr. Tan, 22,424
and $315.057, respectively. Mr. Brok’s fiscal 2007 performance-based restricted stock awnrd was forfeited as a result of the termination of his
employment.

(4

-

2007 OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END‘TABLE

Option Awards Stack Awards
Market
Number of  Number of ;
Securiies  Securities Number of Soafe of
Underlying ~ Underlylng Unlts of Units of
Unexercised  Unexercised Option Stock that Stock that
Options Optons  pyercice  Option Have nol Have not
Op ] L] Pricc  Explrotion  Stock Award  Vesied Vested'™
Name Granot Date'’  Exerchable Unesercisable  ($) Date Grant Date ) 5
John W. Chidsey ..... 3/01/04 316,153 210769 380 3/01/14 82106 160,142? 4,218,140

30104 173,884 115923 1139 3/01/14  SA6/06 168,616 4,441345
8/01/04 94,698 142,048  3.80 8/01/14
6/08/04 106,543 71,030 380 6/08/14
6/08/04 56,829 37,886 1139 6/08/14

Ben K. Wells. .. ..... 821005 10,538 42,155 1025 8721/15 821006 28,0759 739,496
214/06 26,346 105,385 2164 2/14/16
$/N7/06 15807 63,232 17.00 5/16/16

Russell B, Klein . . ... 8/21/03 0 118,379 380 8721113 8106 44,039'% 1,159,987
8121105 0 16,167 1025 82115 90105 15018 395,574
$/17/06 . 26346 105,385 17.00 5/16/16

Charles M. Fallon, Jr. .. 5/17/06 0 210769 17.00 S/16/16 821/06 255229 672,249
6/02/06 0 29,007 1891 6/01/16 60206 7933 208,955

Anne Chwat ........ 9/27/04 31,615 94847 380 9°7/14 821106 26,288 692426
(/0105 10,538 31,616 380 110115

Peter Tan .......... 11715005 15807  63.232 1025 11/15/15 8721006 22,424 590,648
51706 5269 21,078 17.00 5/16/16

Martin Brok ........ 8/21/03 1,185 791 3.80 8121/13 90105 1,897 49967

4721/04 17,784 11,856  3.80 4721/14 821/06 9,060 238,640
1/01/05 13,700 20,550  3.80 1/01/15

M Al stock options gramied prios to August 21, 2006 vest 20% per year on the anniversary date. All stock options granted on August 21, 2006
and thereafier vest 25% per year on the anniversary date.

® These performance-based restricted stock awards vest 100% on the third anniversary of the grant date with the following exceptions:
Mr. Chidsey’s and Mg, Chwat's awards vest 50% on the third anniversary of the grant date, and 50% on the fourth anniversary of the grant

date.
O These restricted stock unit awards vest in equal insteliments over five years, on each anniversary date.
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4} These restricted stock unit awards vested in equal installments over two yewrs. The award for Mr. Klein wilk settle on or 2bout January 3, 2008
pursuant to the terms and conditions of his award agreemens. The unvested portion of Mr. Brok's restricted stock units vested as o result of the
termination of his employment and seuted on August 2, 2007,

©} Fifty percemt of thes restricted stock unit awards vested on December 2, 2006, and the remaining fifty percent will vest on December 2, 2007.

) The market valuc of unvested restricted stock unil awards and unvested performance based restricted stock awards has been established by
multiplying the number of unvested shares by $26.34, which was the closing pricc on June 29, 2007, the last business day of the 2007 fiscal
year.

2007 OPTION EXERCISES AND STOCK VESTED TABLE

Option Awands Stock Awards
Number Number of
of Shares Value Shares Value
Acquired on Realized Acquired on Realized
Exerclse on Exercise'” Vesting on Vesting™®
Name {#" ($} (#) ($)
John W.Chidsey ........... .. ..ot 0 0 42,15) 1,041,179
Ben K. Wells, .. oo i i i ee e v iee e - 0 0 0 0
Russell B.Klein ............ ... i, 59,194 750,580 15,017 216,545
4,041 25,175 o - 0
Charles M. Fallon, Jr. ....... e 0 0 7932 165,065
Anne Chwat ......... e 0 0 0 . 0
Peter Tan....... e 0 0 52,693 1,405,322
Martin Brok ......... ... ceas 0 0 1,897 27,355
) values are based on the fair market value of a share of our common stock a1 the time of exercise on the exercise dates which were a5 follows:
Falr Market
Value oo
&0 Exercise Date Excrcise Price (§)  Exercise Date (§)
Russell B BN . .ottt vt ittt taie e e ettt QOclober 27, 2006 1.80 16.48
Russell B.KIEin . ..o i in i i i s ea et te e Ociober 27, 2006 10.25 16.48

@} values are based on the closing market price on the vesting date, or, if there is no reparted sale on the vesting date, then on the Iast preceding
date on which any reported sale occurred. The closing market prices were vs follows:

Closing Markel

Prices on Vesting
NEO Vesting Date Date ($)
John W Chidsey .. ... . i i i i e e e May 17, 2007 24.70
Russel B. Klein. .. ................. e e he ey September 1, 2006 14.42
Chardes M. Fallon, Jr . .. vttt e c e et ittt a et it December 2, 2006 20.8]
L -+ T June 4, 2007 26.67
Martin Brok . ... ... it i et s e e September 1, 2006 14,42

® The values contained in this colums represent the vatue of restricted stock units that vested during fiscal 2007, including restricted stock units
for Messrs. Kiein and Brok that vested but did not settle during fiscal 2007, pursunt (o the terms and conditions of the individual award
agreements, The amounts and vesting dates for the restricied stock units that did not settle doring fiscal 2007 are: Mr. Klein, 15,017 restricted
stock units, vesied September 1, 2006; and Mz Brok, 1,897 restricted stock units, vested Sepiember 1, 2006,

2007 NONQUALIFIED DEFERRED COMPENSATION TABLE

This 1able reports the fiscal 2007 contributions by the NEOs and the Company to the ERP and the aggregate account
balances for the NEOs. Details of the ERP are discussed in the CD&A on page 20. Further details for the NEOs are
provided in the 2007 All Other Compensation Table on page 27,
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Company Aggregate Aggregate

Executive Contributions In Eamnings Balance at
Contributions In Last Fiscal in Last Aggregate Last Fiscal
Last Fiscal Year Year Fiscal Year'"®  Withdrowals/  Year-End"
Name $ ($) )] Distributions ($) 3$)
John W. Chidsey ......... 47,048 94,028 31,787 0 508,839
Ben K. Wells............ 0 19,967 2,142 0 50,872
Russell B. Klein, .. ....... t,808 24,815 17,356 0 252,176
Charles M. Fallon, Jr. .. ... 24,519 44,239 1,858 0 70,616
Anne Chwat, . ........... 165,419 33,127 23,679 0 362,805
Peter Tan™® .. ........... N/A N/A N/A N/A N/A
Martin Brok™ ........... N/A N/A N/A N/A N/A

M All amounts deferred by the NEQ or credited to his or her account earned intcrest for the first six months of fiscal 2007 at an annual rate of
8.5%, and for the second six months of fiscal 2007 nf an annual rate of 8.0%.

2 The amounts in this column represent the doilar value of interest camed on compensation deferred under the ERP. The amounts camed in
excess of 120% of the long term applicable federal rate are: Mr. Chidsey, $8,741; Mr. Wells, $589; Mr. Klein, $4,773; Mr. Fallon, $511; and
Ms. Chwat, $6.512. Messrs. Tan and Brok are not eligible (o participatz in the ERP since they are not U.S.-based employees. All amounts set
forth in this column are included in the “All Other Compensation' column of the 2007 Summary Compensation Table on page 25, except the
above market earnings described above in this Footnate, which are included in the “Nongualified Deferred Compensation Ezmings™ cotumn
of the 2007 Summary Compensation Table.

™ Thé Company filed its first proxy statement last year, which included compensation information for the Company's 2005 and 2006 fiscal
years, In last year’s Summary Compensaion Table, the Company reported the 2005 and 2006 Company match and profit sharing
contributions to the ERP for last year's NEQs, The Company did not report aggregaie batances for last year's NEOs. For the NEQs, the
Company reposted the following Company match and profit sharing contributions: fiscal 2006 - Mr. Chidscy, $108,874; Mr. Klein, $52,154;
and Ms. Chwat, $52.324; and fiscal 2005 - Mr. Chidsey, $89,654; Mr. Kiein, 348,000; and Ms Chwat, $37,760.

) Messrs. Tan and Brok are not eligible for panticipation in the ERP.

2007 POTENTIAL PAYMENTS UPON TERMINATION OR CHANGE IN CONTROL TABLE

The potential payments and benefits that would be provided to each NEO as a result of certain termination events
are set forth in the table below. Calculations for this table are based on the assumption that the termination took
place on June 30, 2007.

Termination
Termination  for Good
Termination wip Cause Reason
wio Cause Alter After
or for Change in  Change in Death and
Good Reason Cogtru”]n Control Disabillty

Nmm Benefit (s)uul) (3) [£50) (s)l NOXT) (‘)tll
John W, Chidsey ... Severance!™ 2,025,000 3,037,500 3,037,500 2,025,000

Bonus 2,025000 3,037,500 3,037,500 2,025,000

Accelerated Vesting!'® N/A 20,512,441 20,512,441 20,512,441

Value of Benefits Continuation*'"? 51,648 77,473 77,473 51,648

Perquisite Allowance''? 100,000 150,000 150,000 100,000

Tax Gross-Up"™® N/A 5020442 5,020,442 N/A

Outplacement Services N/A N/A N/A N/A

Total 4,201,648  31,5835,356 31,835,356 24,714,089
Ben K. Wells. . ... . Severance'” 430,313 430,313 430,313 N/A

Bonus . 301,219 301,219 301,219 301,219

Accelerated Vesting'® N/A 2,503,666 2,503,666 N/A

Value of Benefits Continuation!'" 26,705 26,705 26,705 N/A

Perquisite Allowance''? 35,000 35000 35,000 N/A

Qutplacement Services 28,500 28,500 28,500 N/A

Total 821,737 3,325,403 3,325,403 301,219
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Termination
Termination  for Good
‘Termination w/o Cpuse Reason

wio Cause Afller Afler
or for Change In  Change in Deoath and
Good Reason Control Control Disability
Nmm Benefit (s)ﬂ)(.n (5) {SNaNT) (s)(smlm (S)""
Russell B. Klein ... Severance® 500,000 500,000 500,000 N/A
Bonus 400,000 400,000 400,000 400,000
Accelerated Vesting!'? 395,574 5,072,673 5072673  395574('%
Value of Benefits Continuation®’ ") 16,213 16,213 16,213 N/A
: Perquisite Allowance!'? 35,000 35,000 35,000 NIA
Qutplacement Services 28,500 28,500 28,500 N/A
Total 1,375.287 6,052,386 6052386 795574
Charles M. Fallon,
oo Severance'” 425,000 425000 425,000 N/A
Bonus 207,500 207,500 297,500 297,500
Accelerated Vesting!'? 1,250,000 3,065,308 3,065,308 1,250,000
Value of Benefits Continuation®'" 24,285 24,285 24,285 N/A
Perquisite Allowance!'? 35,000 35000 35,000 N/A
Outplacement Services 28.500 28,500 28,500 N/A
Tota) 2,060,285 3,875,593 3,875,593 1,547,500
Anne Chwat ...... Severance'® 450,883 450,883 450,883 N/A
Bonus 315,618 315618 315618 315618
Accelerated Vesting!'? N/A 3,542,902 3,542,902 N/A
Value of Benefits Continuation!'" 29,130 29,130 29,130 N/A
Perquisite Allowance!'?’ 35,000 35,000 35,000 N/A
Cutplacement Services 28,500 28,500 28,500 N/A
Total 859,131 4,402,033 4402033 315618
Peter Tan......... Severance'? 478,557 478,557 478,557 N/A
Bonus 287,134 287,134 287,134 287,134
Accelerated Vesting!!? N/A 1,804,920 590,648 N/A
Value of Benefits Continuation®' " 14,654 14,654 14,654 N/A
Perquisite Allowance!'? N/A N/A N/A N/A
Outplacement Services 28,996 28,996 28,996 N/A
Total 809,341 2,614,261 _ 809,341 _ 287,134

' Mr. Brok is not included in this table since he is no longer employed by Burger King B.V.

2 [f Mr. Chidsey's employment is lerminated without causc of for good reason or due 1o his death or disability (as such terms are defined in his
cmployment agreement), he will be entitled to receive an amount equal to Iwo times his snnual base salary and target annual bonus,
continued coverage under our medical, dental and life insurance plans for him and his cligible dependents and payment of his perguisite
allowance, each during the two-year period following termination.

™ 1f any of the NEOs, other than Mr. Chidsey, is terminated without causc (as such term is defined in the relevant employment agreement), he
o she will be entitled to receive his or her then curvent base salary and his or her perquisite allowance for one year (except Mr. Tan, who does
not receive a perquisite altowance), o pro-ratn bonus for the year of termination and continucd coverage for one year under cur medical,
denta! and life insurance plans for him or her and his or her cligible dependems. Additionally, cach of the NEOs, except Mr. Tan, will receive
these benefits if his or her employment is terminated for good reason (as such term is defined in the relevant cmployment agreement).

) For Mr. Fallon, the two award agreements granting all aptions held by him os of June 30, 2007 provide that in the event his employment is
rerminated withou! cause or for good reason prior to May 17, 2008, or upon his death or disability prior to such date, then we may cither
(i) eccelerate the options granted under cither one or both of the award agreements and/or (i) compensate him, either in cash or o
combination of cash and the acceleration provided above, for the difference between $1,250,000 and the value of his then vested options.
Since no options were vested on June 30, 2007, we provided for the full value of this benefit. which is $1.250,000.
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A change in control, without a termination of employment, will not in itsclf trigger any severance payments or vesting of equity. Any
payments or cquity due upon a change in control and subsequent termination of employment, either without cause or for good reason (as
defined in the relevast employment agreement) are included in the *“Termination w/o Cause Afier Change in Control™ and the ““Termination
for Good Reason After Change in Control” columns of this table.

& 1f Mr. Chidsey's cmployment is terminated without cause or he terminates his employment with good reason after a change in control (as
defined in his employment agreement), he will be entitled to receive an amount equal to three times his annual base salary and targes annval
bonus. He also will be entitled to continued coverage under our medical, dental and life insurance plans for him and his eligible dependents
and payment of his perquisite allowance, each during the three-year period following termination. Additionally, if Mr. Chidsey's
employment is terminated during the 24-manth period after a change in control of the Company either without cause or for good reasen, all
options and other equity awards held by him will vest in full. If Mr, Chidsey resigns for any reason within the 30-day period immediately
following the onc-year anniversary of a change in control invelving a surategic buyer (as determined by the Board), his resignation
constitutes a termination by us without cause under his employment agreement.

@ All equity granted to Messrs. Wells, Klein and Fallon and Ms. Chwat, will fully vest upon tenmination if his or her employment is lerminated
ar any time within 24 months after a change in control either without cause or by him or her for good reason.

% 1ran NEO dies or becomes disabled (as such term is defined in the relevant employment agreement), the NEO is entitled to receive his or her
1arget bonus, as if he or she had been employed for the entire fiscal year. For Mr. Chidsey, any severance payments made by BKC us a result
of his termination upon his death or disability will be reduced by the value of any BKC paid life and disability benefits he or his family are
entitled to receive, The term “disability” is defined in all NEO employment agrecments as a physical or mental disability that prevents or
would prevent the performance by the NEO of his or her duties under the employmem agreement for a continuous peried of six months or
longer.

™ Severance benefits will be provided only if the NEQ signs a saparation agreement and release in o form approved by us. Mr. Chidsey, unlike
the ather NEOs, is entitled to receive severance upon his death or disability. In the case of his death, his estatec must sign the release in order
lo receive severance benefits.

(% The amounts in this table represent the fair market value on June 30, 2007 of the unvested portion of the NEO's equity that would vest upon
the occurrence of a triggering event. The fair market value of the Company's common stock on June 30, 2007 was $26.34 per share.

(0 Messrs. Chidsey, Wells, Kiein and Fallon and Ms. Chwat are entitfed 1o continued panticipation in the Executive Health Plan for the relevant
severance period specified in Footnotes 2, 3 and 6 above.

12 The perquisites allowance will be paid to the NEQ during the relevant severance period,

U9 pursuant 1o Mr. Chidsey's employment agreement, if eny paymeais du¢ 10 Mr. Chidsey in cornection with a change in control would be
subject 10 an excise tax, we must provide Mr. Chidsey with a related tax gross-up payment unless a reduction in Mr, Chidsey's payments by
up 1o 10% would avoid the excise lax. This amount represents the eacise tax and applicable gross-up,

9 This represents the unvested pontion as of June 30, 2007 of the restricted stock unils that Mr. Klcin purchased through a defermed
compensation program during fiscal 2005. These restricted stock units became fully vested on September 1, 2007,

DIRECTOR COMPENSATION

The Chairman of the Board receives an annual retainer of $80,000 and the other non-management directors receive
an annual retainer of $50,000. The chair of the Audit Committce reccives an additional $20,000 fee and each other
committee chair receives an additional $10,000 fee. Prior to January 1, 2007, the annual retainer and chair fees were
payable only in cash. Beginning January 1, 2007, directors have the option to receive their annual retainer and/or
chair fees either 100% in cash or 100% in shares of deferred stock, Directors who elected to receive their 2007
calendar year annual retainer and/or chair fees in deferred stock will receive these deferred stock awards on
November 29, 2007, which is the date of the fiscal 2007 shareholders’ meeting. The award will be fully vested on
the date of grant but will not settle until termination of board service. In addition, the Chairman of the Board is
granted on an annual basis deferred stock with a fair market value on the grant date of $120,000 ard each other non-
management member of the Board receives a deferred stock award with a grant date fair market value of $85,000.
The grants for fiscal ycar 2007 were made at the Company's annual shareholders’ meeting held on November 29,
2006, and are fully vested. All deferred stock awarded to the directors will be sentled upon termination of Board
service. No separale committee meeting fees are paid and no compensation is paid to management directors for
Board or committee service. All directors or their employers, in the case of the Sponsor directors, are reimbursed for
reasonable travel and lodging expenses incurred by them in connection with attending Board and commitice
meetings.

As of June 30, 2007, the stock awards outstanding for each of the directors are set forth on the 2007 Director
Compensation Table below,
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2007 DIRECTOR COMPENSATION TABLE

Fees Earned or .

Paid in Cash'?  Stock Awards™® Al Other
Name ) ® Compensation ($)*  Total (§)
AndrewB.Balson . ................... 50,000 84,984 596 135,580
David Bonderman . .......covveveenn.. 50,000 84,984 596 135,580
Richard W, Boyce . .........oviennnn. 50,000 84,984 596 135,580
David A.Brandon .................... 50,000 84,984 596 135,580
Armando Codina® . ... ............ . 37,500 84,984 298 122,782
Ronald M. Dykes® .. ................. 12,500 42,055 122 54,677
Peter R. Formanek . . ............... el 70,000 84,984 . 596 155,580
Manuel A.Garcia ..........cvnnvonn. 50,000 84,984 596 135,580
Adran Jones . ... .o i 50,000 84,984 596 135,580
Sanjeev K. Mehra ..............c0vat 60,000 84,984 596 145,580
Stephen G. Pagliuca. .. ........... . 60,000 84,984 596 145,580
Brian T, SWette .. ..o rinn i 80,000 120,000 842 200,842
Kneeland C. Youngblood ... ............ 50,000 84,984 596 135,580

(n

{2)

(3
L))

(5

The following directors have elected to defer their 2007 annual retainers: Andrew B. Balson, David Bonderman, Richard W. Boyce,
David A. Brandon, Ronald M. Dykes, Adrian Jones, Stephen G. Pagliuca and Brian T. Swette. Accordingly, each of these directors cxcept
for Messrs. Dykes and Swette will receive a grant of deferred stock with o fair market value of 325,000 (312,500 in the case of Mr. Dykes
and $40,000 in the case of Mr. Swetts) based on the closing market price of a share of our common stock on the grant date, which will be
November, 29 2007. Mr, Pagliuca also elected to defer his 2007 annual chair fee, end he will receive a grant of deferred stock on
November 29, 2007 with a fair market value of $5,000 {(determined as described above in this Footnote 1).

The grant date fair value of these awards is based on the closing market price of & share of our common stock on the November 29, 2006
grant date ($17.82 per share) for all divectors except Mr. Dykes, as described in Footnote 6 below, which is also the compensation cost for
this grant recognized for financial statcment reporting purposes in accordance with FAS 123R. The assumptions and methodology vsed to
calculate the compensation cost are set forth in Note 3 to our Consolidated Financial Statements included in our Form 10-K for fiscal 2007,
As of June 30, 2007, Mr. Formanek was the only director to have oplions outsianding. As of such dme, Mr. Formanek held 75,587 vesied
options,

Quarterly dividends in the amount of $0.0625 per share were paid by the Company to sharcholders of recond as of February 13, 2007 and
June 11,2007, respectively. The amounts reflected in this column represent dividend equivalents paid on vesied and unvested deferred stock
issued by the Company 10 the directors.

Mr. Codina resigned cffective April 1, 2007, Upon wrmination of service, his vested deferred stock settled and the unvested porticn was
forfeited and he received $12.500 in payment of his annual retainer for service until April 1, 2007 in liew of defemed stock. Upon his
resignation, we issued 2,384 shares of stock to Mr. Codina in settlement of his vested defermed stock, and the remaining 2,385 shares were
forfeited.

Mr. Dykes joined the Board of Directors effective April 1, 2007, The amount in the stock awards column reflects the gram date fair value of
this award based on the closing market price of a share of our common stock of $21.60 per share on March 31, 2007 (which is the last dzte on
which a reported sale occurred prior to the April 1, 2007 grant date), which is also the compensation cosi for this grant recognized for
financial statement reporting purposes in accordance with FAS 123R The assumptions and methodelogy used to calculate the compensalion
cost are set forth in Note 3 to our Consolidated Financial Statemnents included in our Form 10-K for fiscal 2007,

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION

The following non-management directors serve on the Compensation Commitiee of the Board of Directors:
Stephen G. Pagliuca (Chairman), Richard W. Boyce and Sanjeev K, Mehra. Armando Codina, a former director,
served on the Compensation Committee from October 2006 until he resigned from the Board and the Compensation
Commitice on April 1, 2007. No directors on the Compensation Committee are or have been officers or employees
of the Company or any of its subsidiaries. None of our executive officers served on the board of directors or
compensation committee of another entity, one of whose executive officers served on the Company’s Board of
Directors or its Compensation Committee. .
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STOCK OWNERSHIP INFORMATION
Security Ownership of Certain Beneficial Owners, Directors and Management

The following 1able sets forth certain information as of September 14, 2007, regarding the beneficial ownership of
our common stock by: ’

+ Each of our directors and NEOs;
« All directors and executive officers as a group; and
» Each person or entity who is known to us to be the beneficial owner of more than 5% of our common stock.

As of September 14, 2007, our outstanding equity securitics consisted of 135,313,464 shares of common stock. The
number of shares beneficially owned by each stockholder is determined under rules promulgated by the SEC and
generally includes voting or investment power over the shares. The information does not necessarily indicate
beneficial ownership for any other purpose. Under the SEC rules, the number of sharcs of common stock deemed
outstanding includes shares issuable upon the conversion of other securities, as well as the exercise of options or the
settlement of restricted stock units held by the respective person or group that may be exercised or settled on or
within 60 days of September 14, 2007. For purposes of calculating each person's or group’s percentage ownership,
shares of common stock issuable pursuant to stock options and restricted stock units thal may be exercised or settled
on or within 60 days of September 14, 2007 are included as outstanding and beneficially owned by that person or
group but are not treated as outstanding for the purpose of computing the percentage ownership of any other person

OF group. -
Unless otherwise indicated, the address for cach listed stockholder is: c¢/o Burger King Holdings, Inc., 5505 Blue
Lagoon Drive, Miami, Florida 33126. To our knowledge, except as indicated in the footnotes to this table and

pursuant to applicable community property laws, the persons named in the table have sole voting and investmem
power with respect to all shares 'of common stock beneficially owned by them.
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Name and Address of Beneficial Owner

Named Executive Officers and Directors

John W. Chidsey . ... i e e
Ben K. Wells() Lottt e e e
Russell B. Klein . . ... e
Charles M. Fallon, Jr L . e
ANNE Chwat ) L e e e e
Peter Tan'™" .......... PP
Martin Brok 3

Andrew B. Balson! ™ e

David Bonderman™ ™ e

Richard W. Boyce . ... .o e
David M. Brandon'™™ ... ... ...
Ronald M. DyKes. .. oo ..ottt i i i it
Peter R. Formanek! .. ... . e

Manuel A. Garcia?? . ... e e e e

Adrian Jones™ ) e

Sanjeev K. Mehra )

Stephen G. Pagliuca®™™. .. ... . ..o
Brian T._Swelte(” .............................................
Kneeland C, Youngblood!". ... ... ... . cv i e
All Executive Officers and Directors as a group (23 persons)V. . ... ...,
5% Stockholders '

AMVESCAP PLC AIM Advisors, Inc.® . ... ... ...
30 Finsbury Square

London EC2A 1AG

England

Investment funds affiliated with Bain Capital Investors, LLC™ ...........
111 Huntington Avenue
Boston, MA 02199

The Goldman Sachs Group, Inc.® . ... ... ... .. . ol
85 Broad Street
New York, NY 10004

TPG BK Holdeo LLC® . ... o i et
cfo TPG Capital, L.P.

301 Commerce Strect

Suite 3300

Fon Worth, Texas 76102

*  Less than one percent (19%)

Comman Stock, Par Value
$.01 Per Share

Number Percentage of Class
1,052,604 *
73,230 *
403,801 *
15,949 *
138,718 *
57,769 *
34,045 *
4,769 *
28,438,266 21.02%
4,769 .
14,769 *
973 *
251,606 *
90,832 *
25,293,763 18.70%
25,293,763 18.70%
4,769 *
107,359 *
75,376 *
56,419,647 41.20%
7,332,993 5.42%
25,274,221 18.68%
25,293,763 18.70%
28,433,497 21.01%

' Includes beneficial ownership of shares of common stock for which the following persons hold options exercisable on or within 60 days of
September 14, 2007: Mr. Chidsey, 795,456 shares; Mr. Wells, 63,230 shares; Mr. Klein, 89,577 shares: Ms. Chwat, 73,768 shares, Mr. Tan,
21,076 shures; Mr, Brok, 21,769 shares; Mr. Formanek, 75,587 shares; and all directors and executive officers us 4 group, 1,293,733 sharcs.
Also includes beneficial ownership of shares of common stock underlying restricted stock units held by the following persons that have
vested or will vest on or within 60 days of September 14, 2007; Mr. Chidsey, 105,385 shares: Mr. Klein, 54,1 16 shares; and all difectors and
executive officers as a group, 290,882 shares. Also includes beneficial ownership of shares of common stock underlying deferred stock units
held by the following persons that have vested or will vest an or within 60 days of September 14, 2007: cach of Messrs, Balson, Bonderman,
Boyce, Brandon, Formanck, Garcia, Pagliuca and Youngblood, 4,769 shares; Mr. Dykes, 973 shares; Messrs. Jones and Mehra,
9.538 sharcs; and Mr. Swette, 6,734 shares; and all direciors and officers as a group, 55,397 shares. See Footnote 5 below for more

information regarding the deferved siock held by Messrs. Jones and Mchra.

@ Mr. Brok is no longer employed by us and therefore, this number is based solely on the information know to us.
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Mr. Balson and Mr. Pagliuca are Managing Directors and Members of Bain Capital invesiors. LLC. Messrs. Balson and Paglivca may be
deemed to share voling and dispositive power with respect (o all the shares of comman stock held by each of the Bain Capital investment
funds referred to in Footnote 7 below, Each of Messrs. Balson and Pagliuca disclaims beneficial ownership of securities held by these
investment funds except to the extent of his pecuniary interest therein,

Includes 28,433,497 shares of common stock held by TPG BK Holdco LLC, whose managing member is TPG Pantners U1, LP. whose
genera! panner is TPG GenPar L1, LP, whose general partner is TPG Advisors 11, Inc. Mr. Bonderman and James G. Coulter are the scle
shareholders of TPG Advisors I1. Each of Messrs. Bonderman and Coulter disclaims beneficial ownership of such securitics. Mr, Coulier is
not affiliated with us.

Mr. Jones and Mr. Mchra are managing directors of Goldman, Sachs & Co. Messrs. Jones and Mehra and The Goldman Sachs Group, Inc.
each disclaims beneficial ownership of the shares of common stock owned directly or indirectly by the Goldman Sachs Funds and Goldman,
Sechs & Co., excepl to the extent of his or its pecuniary interest therein, if any. Goldman, Sachs & Co. disclaims beneficial ownership of the
shares of common siock owned directly or indirectly by the Goldman Sachs Funds, except to the extent of its pecuniary interest therein, if
any. Each of Messrs. Jones and Mehra has an understanding with The Goldman Sachs Group, Inc. pursuant to which he holds the deferred
stock unils he receives as a director for the benefit of The Goldman Sachs Group, Inc. See Footnote 8 below for information regarding The
Goldman Sachs Group, inc.

The shares included in the table consist of: (i) 6,788,081 shares of common stock held by AIM Advisors, Inc.: (i} 439.308 shares of
common stock held by AIM Capita) Management, Inc.; and {iii) 105,604 shares of common steck held by PowerShares Capital
Management LLC. The shares included in the table are based solely on the Schedule 13G filed with the SEC on February 14, 2007
by AMVESCAP PLC on behalf of itself and certain of its subsidiaries.

The shares included in the table consist of: (i) 19,573,261 shares of common stock owned by Bain Capital Integral [nvestors, LLC, whose
administrative member is Bain Capital Investors, LLC (“BCI™); (i) 5,594,182 shares of common stock owned by Bain Capiwal VII
Coinvestment Fund, LLC, whose sole member is Bain Capital Fund VII Coinvestiment Fund, 1.P., whose general partner is Buin Capital
Partners V11, L.P., whose general parwner is BCl and (ifi) 106,778 shares of common stock owned by BCIPTCV, LLC, whose sdministrative
member is BCI. The shares included in the table are based solely on lhe Form 4 filed with the SEC on March'27, 2007 by BCI on behalf of
itself and its reponting group.

The Goldman Sachs Group, Inc., and cernain affiliaes, including, Goldman, Sachs & Co., may be deemed to directly or indirectly own the
shares of common stock which are owned directly or indirecty by investment partnerships, which The Goldman Sachs Group, Inc. refers to
as the Goldman Sachs Funds, of which affiliates of The Goldman Sachs Group, Inc. and Goldman Sachs & Co. are the general panner,
managing limited partner or the managing partner. Goldman, Sachs & Co. is the investment manager for certain of the Goldman Sachs
Funds. Goldman, Sachs & Co. is a direct and indirect, wholly owned subsidiary of The Goldman Sachs Group, Inc. The Goldman Sachs
Group, Inc., Goldman, Sachs & Co. and the Goldman Sechs Funds share voting end investment power with centain of their respective
affiliales. Shares beneficially owned by the Goldman Sachs Funds consist of: (i) 13,205,404 shares of commun stock owned by GS Capial
Poriners 2000, L.P.; (ii) 4.798.340 shares of common stock owned by GS Capital Partners 2000 Offshore, L.P; (iii) 551,956 shares of
common stock owned by GS Capita) Partners 2000 GmbH & Co. Beteiligungs KG; (iv) 4,193,173 shares of common stock owned by GS
Capital Partners 2000 Employez Fund, L.P.; (v) 194,258 shares of common stock owned by Bridge Strect Special Opportenities Fund 2000,
L.P: (vi} 388,516 shares of common stock owned by Stone Streer Fund 2000, L.P; (vii) 647,526 shares of common stock owned by
Goldman Sachs Direct Investment Fund 2000, L.P; (viii) 750,834 shares of common stock owned by GS Private Equity Partners 2000, L.P.;
(ix) 258,091 shares of common stock owned by GS Private Equity Pantners 2000 Offshore Holdings, L.P.; and (x) 286,127 shares of
common stock owned by GS Private Equity Panners 2000-Direct Investment Fund, L.P.

Goldman, Sachs & Co. beneficially owns directly and The Goldman Sachs Group, Inc. may be deemed to beneficially ovwn indirectly
10,000 shares of common stock. Goldman, Sachs & Co. and The Goldman Scchs Group, Inc. may each be deemed to beneficially own
indirectly, in the aggregate, 25,274,225 shares of common stock through certain limited partnerships described in this Footnote, of which
affiliates of Goldman, Sachs & Co. and The Goldman Sachs Group, Inc. are the general panner, managing general partner, managing
partner, managing member or member. Goldman, Sachs & Co. is & direct and indirect wholly-owned subsidiary of The Goldman Sachs
Group, Inc. Goldman, Sachs & Co. is the investment manager of certain of the limited pannerships.

The Goldman Sachs Group, Inc. may be deemed to beneficially own 9,538 shares of common stock pursuani fo the 2006 Omnibus Incentive
Plan, consisting of 4,769 defetred shares granted o each of Sanjeev K. Mehra and Adrian M. Jones, each a managing director of Goldman,
Sachs & Co. in their capacity as dircctors of the Company. Each of Sanjeev K. Mchra and Adrian M, Jones has an understanding with The
Goldman Sachs Group, Inc. pursuant to which he holds such deferred shares for the benefiu of The Goldman Sachs Group, 1nc. Each grant of
4,769 deferred shares is fully vested, The deferred shares will be seniled upon iermination of board service. Each of Goldman, Sachs & Co.
and The Goldman Sachs Group, Inc. disclaims beneficial ownership of the deferred shares of common stock except (o the extent of its
pecuniary interest therein.

The shares included in the table are based solely on the Form 4 filed with the SEC on March 27, 2007 by Goldman Sechs Group, Inc. on
behalfl of iiseif and its reporting group.

The shares included in the table are directly held by TPG BK Holdco LLC. TPG Advisors I11, Inc., a Deluware corporation (“Adyvisers I11"),
is the general partner of TPG GenPar 11, L.P., a Delaware limited partnership, which in wum is the sole general partner of TPG Partners 11,
L.P.. a Delaware limited partnership which in tim is the managing member of TPG BK Holdco LLC, David Bonderman and James Coulter
gre the sole shareholders and directors of Advisors 111, and therefore, David Bonderman, James Coulter and Advisers 11l moy each be
deemed to beneficially own the shares dircetdy held by TPG BK Holdco LLC. The shares included in this table are based solely on the
Form 4 filed with the SEC on March 27, 2007 by Advisors I11.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(2) of the Exchange Act requires our directors, executive officers and beneficial owners of more than 10%
of any class of our equity securities to file repons of ownership and changes in ownership of our common stock. To
the best of our knowledge, all required reports were filed on Lime and all transactions by our dircctors, exccutive
officers and beneficial owners of more than 10% of any class of our equity securities were reported on time except
for the following failures to limely report on Form 4: (i) the surmender on March 12, 2007 and May 17, 2007 of
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vested restricted stock units to us to satisfy tax withholding obligations by Charles M. Fallon, Jr. and John W. Chid-
sey, respectively; and (ii) grants of deferred stock on November 29, 2006 1o the following: Andrew B. Balson, David
Bonderman, David A. Brandon, Richard W. Boyce, Armando Codina, Peter R. Formanek, Manuel A. Garcia,
Adrian Jones, Sanjeev K. Mehra, Stephen G. Pagliuca, Brian T. Swette, Kneeland Youngblood and The Goldman
Sachs Group, Inc. and certain affiliates, including Goldman, Sachs & Co. Each of Messrs. Jones and Mchra has an
understanding with The Goldman Sachs Group, Inc. pursuant to which he holds the deferred stock for the benefit of
The Goldman Sachs Group, Inc. The failures to timely report were inadvertent and, as soon as the oversights were
discovered, the transactions were promptly reported.

CERTAIN RELATIONSHIPS AND RELATED PERSON TRANSACTIONS
Related Person Transactions Policy

In May 2007, our Board of Directors adopted a written related person transactions policy, which is adminisiered by
the Audit Committee. This policy applies to any transaction or series of related transactions or any material
amendment to any such transaction involving a related person and the Company or any subsidiary of the Company.
For the purposes of the policy, “related persons” consist of executive officers, directors, director nominees, any
sharcholder beneficially owning more than 5% of the Company's common stock, and immediate family members of
any such persons. In reviewing related person transactions, the Audit Committee takes into account all factors that it
deems appropriate, including whether the transaction is on terms no less favorable than terms generally available to
an unaffiliated third party under the same or similar circumstances and the extent of the related person’s interest in
the transaction. No member of the Audit Committee may participate in any review, consideration or approval of any
related person transaction in which the director or any of his immediate family members is the related person. The
related person transactions discussed below were entered into before the adoption of this written policy.

Shareholders’ Agreement

In connection with our acquisition of BKC, we entered into a shareholders' agreement dated June 27, 2003 with
BKC and the private equity funds controlled by the Sponsors, which was amended and restated on May 17, 2006
(the “Shareholders® Agreement™). The Shareholders’ Agreement provides for (i) the right of each Sponsor to
appoint two members to our Board, (ii) the right of each Sponsor, with respect to each commitice of the Board other
than the Audit Committee, to have at least one Sponsor director on each committee, for Sponsor directors to
constitute a majority of the membership of each committee and for the chairman of the committees to be Sponsor
directors, (iii) drag-along and tag-along rights and transfer restrictions, (iv) shelf, demand and piggyback
registration rights and (v) the payment of expenses and the grant of certain indemnities relating 10 those registration
rights. A Sponsor’s right to appoint directors will be reduced to one director if the stock ownership of the private
equity funds controlied by that Sponsor drops to 10% or less of our outstanding common stock, and will be
eliminated if the stock ownership of the private equity funds controlled by that Sponsor drops to 2% or less of our
outstanding common stock. The right to appoint directors to board committees terminates if the private equity funds
controlled by the Sponsors no longer collectively beneficially own 30% or more of our outstanding common siock.
Six of our current directors, Messrs. Balson, Bonderman, Boyce, Jones, Mehra and Pagliuca, were appointed
pursuant to the Shareholders’ Agreement,

The Sharcholders’ Agreement also includes customary indemnification provisions against liabilities under the
Securities Act incurred in connection with the registration of our debt or equity securities. We agreed to reimburse
legal or other expenses incurred in connection with investigating or defending any such liability, action or
proceeding, cxcept that we will not be required to indemnify or reimburse related legal or other expenses if such loss
or expense arises out of or is based on any untrue statement or omission made in reliance upon and in conformity
with written information provided by these persons.

Expense Reimbursement to the Sponsors

We have reimbursed the Sponsors for certain travel-related expenscs of their employees who are members of our
Board in connection with meetings of the Board of Directors in amounts that are consistent with amounts
reimbursed 10 the non-Sponsor directors.
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Under the Shareholders’ Agreement, we paid on behalf of the Sponsors approximately $90,000 in iegal fees in
connection with our initial public offering in.May 2006. We also paid approximately $870,000 of expenses on
behalf of the Sponsors in connection with a secondary offering of our common stock held by the private equity funds
controlled by the Sponsors in February 2007, including registration and filing fees, printing fees, accountants’ and
attorneys’ fees and “road-show” expenses.

Former Proposed Global Headquarters

On May 7, 2007, BKC entered into an Agreement of Termination and Cancellation of Lease (the “Termination
Agreement”), with CM Leleune, LLLP (the “Partnership™). BKC had planned to move its global headquarters to an
office building to be constructed in Coral Gables, Florida and entered into a Lease dated May 10, 2005 with CM
Leleune, Inc., the predecessor in interest to the Partnership (the “Coral Gables Lease”). Under the Termination
Agreement, the Partnership agreed to terminate the Coral Gables Lease in exchange for a termination fee of
$5 million paid by BKC, which included reimbursement of the Partnership’s expenses.

Armando Codina, a former member of the Board of Directors, is an executive officer, director and a greater than 5%
shareholder of a company which, indirectly through other entities, is a partner in the Partnership. Mr. Codina
resigned from the Board effective April 1, 2007, and the Board approved the Termination Agreement after
Mr. Codina’s resignation from the Board. '

Restaurant Lease

The late Mrs. Clarita Garcia was the landlord under a lease with BKC for a Burger King restaurant located in
Orlando, Florida, Manuel A. Garcia, a current director of the Company, is the son of the late Mrs. Garcia and serves
as executor of his mother’s estate. BKC became the lessee in March 1996, prior to Mr. Garcia being named a
director of the Company. The lease expires in February 2018. During fiscal 2007, BKC paid approximarely
$131,063 (including taxes) in rent payments to the estate of Mrs, Garcia,

OTHER BUSINESS

The Board 2nd management do not know of any other matters to be presented at the annual meeting. 1f other matters
do properly come before the annual meeting, it is intended that the persons named in the accompanying proxy vote
the proxy with their best judgment on such matters.

SHAREHOLDER PROPOSALS AND NOMINATIONS FOR 2008 ANNUAL MEETING
Inclusion of Proposals in the Company's Proxy Statement and Proxy Card under the SEC Rules

In order to be considered for inclusion in the proxy statement distributed to shareholders prior to the annual meeting
of shareholders in 2008, a shareholder proposal pursuant to Rule 14a-8 under the Exchange Act must be received by
us no later than June 28, 2008 and must comply with the requirements of SEC Rule 14a-8. Written requests for
inclusion should be addressed to: Burger King Holdings, Inc., 5505 Blue Lagoon Drive, Miami, Florida 33126,
Attention; General Counse! and Secretary. We suggest that you mail your proposal-by centified mail, return receipt
requested.

Advance Notice Requirements for Shareholder Submission of Nominations and Proposals

A shareholder recommendation for nomination of a person for election to the Board of Directors or a proposal for
consideration at the 2008 annual meeting of shareholders must be submitted in accordance with the advance notice
procedures and other requirements in the Company’s bylaws. These requirements are separate from, and in addition
to, the requirements discussed above to have the shareholder nomination or other proposal included in our proxy
statement and form of proxy/veting instruction card pursuant to the SEC’s rules,

Our bylaws require that shareholder reccommendations for nominees to the Board must include the name of the
nominee or nominees, all information relating to such person that is required to be disclosed in a proxy statement
and a consent signed by the nominee evidencing a willingness to serve as a director, if elected. Our bylaws require
that shareholder proposals include a brief description of the business to be brought before the meeting, the text of the
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proposal or business, the reasons for conducting such business at the meeting, and any material interest in such
business of such shareholder and the beneficial owner, if any, on whose behalf the proposal is made. Under the
advance notice requirements of our bylaws, the proposal or recommendation for nomination must be received by the
Company's General Counsel and Secretary no later than June 28, 2008, or if the date of the 2008 annual meeting is
more than 30 days before or afier November 29, 2008, not later than the close of business on the 90th day prior to the
date of the 2008 annual meeting or the 10th day following the day on which notice of the date of the 2008 annual
meeting is mailed or publicly disclosed or such proposal will be considered untimely pursuant to Rule 14a-4 and
14a-5(c} of the Exchange Act.

“Householding” of Proxy Materials

The SEC has adopted rules that permit companies and intermediaries such as brokers to satisfy delivery
requirements for proxy statements and annual reports with respect to two or more shareholders sharing the same
address by delivering a single proxy statement and annual report addressed to those shareholders. This process,
which is commonly referred to as “householding,” potentially provides extra convenience for sharcholders and cost
savings for companies. The Company and some brokers household proxy materials, delivering a single proxy
statement and annual report to multiple shareholders sharing an address unless contrary instructions have been
received from the affected shareholders.

Once you have received notice from your broker or us that each of us will be houscholding materials to your address,
householding will continue until you are notified otherwise or until you revoke your consent. If, at any time, you no
longer wish to participate in householding and would prefer to receive a separate proxy statement and annual report,
or if you are receiving multiple copies of the proxy statement and annual report and wish to reccive only one, please
notify your broker if your shares are held in a brokerage account or the Company if you hold registered shares. You
can notify us by sending a written request to Burger King Holdings, Inc., Investor Relations, 5505 Blue Lagoon
Drive, Miami, Florida 33126 or by contacting the SVP, Investor Relations and Global Communications at
(305) 378-7696.

Annual Report

This proxy solicitation material has been mailed with the annual report 10 shareholders for the fiscal year ended
June 30, 2007; however, it is not intended that the annual report be a part of the proxy statement or this solicitation of
proxies.

Sharcholders are respectfully urged to complete, sign, date and retumn the accompanying form of proxy in the
enclosed envelope. :

By Order of the Board of Direclors

Anne Chwat
General Counsel and Secretary

October 22, 2007

39




(This page intentionally left blank)




APPENDIX A
DIRECTOR INDEPENDENCE STANDARDS

With respect to a determination of director indcpendenc'c. the Board and the Executive and Corporate Governance
Committee will broadly consider all relevant facts and circumstances and will apply the following standards:

(1) Consistent with the applicable listing standards of the New York Stock Exchange, a director will not be
considered independent if, within the preceding three years:

(a) the director was an employee, or an immediate family member of the director was an executive
officer, of the Company;

(b) the director or an immediate family member of the director received more than $100,000 per year in
direct compensation from the Company, other than director fees and pension or other forms of deferred
compensation for prior service (provided that such compensation is not contingent in any way on continued
service with the Company); except that compensation received by an immediate family member of the director
for services as a non-executive employee of the Company need not be considered in determining independence
under this test; .

() the director was affiliated with or employed by, or an immediate family member of the director was
affiliated with or employed in a professional capacity by, a present or former internal or external auditor of the
Company (in applying this test and consistent with the guidance provided by the New York Stock Exchange,
the term “professional capacity™ shall only cover those persons participating in the auditor’s audit and
assurance and tax compliance practices in non-support roles, and any relationship with a person in a role other

. than the audit assurance and tax compliance practice will not be considered a material relationship that would
impair a director’s independence);

(d) the director, or an immediate family member of the director, was employed as an executive officer of
another company where any of the Company'’s present exccutives serve o that company’s compensation
committee; or

(e) the director was employed by another company (other than a charitable organization) or an immediate
family member of the director was employed as an executive officer of such company, that makes payments 1o,
or receives payments from, the Company for property or services in an amount which, in any single fiscal year,
exceeds the greater of $1 million or 2% of such other company’s consolidated gross revenues (in applying this
test, both the payments and the consolidated gross revenues to be measured will be those reported in the last
completed fiscal year, and this test applies solely to the financial relationship between the Company and the
director’s (or immediate family member’s) current employer — the former employment of the director or
immediate family member need not be considered),

(2) A director will only be appointed as a member of the Audit Committee if he or she also satisfies the
independence criteria set forth in Rule 10A-3 under the Securities and Exchange Act of 1934, as amended, subject
to the phase-in rules for companies listing securities on the New York Stock Exchange.

(3) The following relationships will not be considered to be material relationships with the Company that
would impair a director’s independence:

{a) Ifadirector of the Company is an executive officer or an employee, or the director’s immediate family
member is an executive officer, of another company that makes payments (o, or receives payments from, the
Company for property or services in an amount which, in any single fiscat year, does not exceed the greater of
%1 million or 2% of such other company’s consolidated gross revenues;

(b) If a director of the Company is an executive officer or employee of another company which is
indebted to the Company, or to which the Company is indebted, and the total amount of the indcbtedness is less
than 2% of the consolidated assets of the company wherein the director serves as an executive officer or
employee;
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(c) If adirector of the Company is an executive officer of another company in which the Company owns
an equity interest, and the amount of the equity interest held by the Company is less than.10% of the total
shareholders’ equity of the company at which the director serves as an executive officer; or

(d) Ifadirector of the Company serves as a director, officer or trustee of a charitable organization, and the
Company's contributions to the organization in the most recently completed fiscal year are less than the greater
of $1 million or 2% of that organization’s gross revenues.

(4) For relationships not covered by paragraph (3) above, or for relationships that are covered, but as to which
the Board believes a director may nevertheless be independent, the determination of whether the relationship is
material or not, and therefore whether the director would be independent, will be made by the Board of Dircctors.

{5) For the purposes of these standards, an *immediate family member” includes a person’s spousc, parcnts,
children, siblings, mothers-in-law, fathers-in-law, sons-in-law, daughters-in law, brothers-in-law, sisters-in-law and
anyone {other than domestic employees) who shares such person's home: except that when applying the inde-
pendence lests described above, the Company need not consider individuals who are no longer immediate family
members as a result of legal separation or divorce or those who have died or have become incapacitated.




BURGER KING HOLDINGS, INC.

YOUR VOTE IS IMPORTANT
VOTE BY INTERNET / TELEPHONE

24 HOURS A DAY, 7 DAYS A WEEK

INTERNET
Proxies submitted by Internet must
be received by 11:59 pm, Eastern
Standard Time, November 28, 2007.

https://www.proxypush.com/bkc

Proxies submitted by

OR

* Go to the website address listed
above.

¢ Have your proxy card ready.
i * Follow the simple instructions that
! appear on your computer screan.

* Follow
instructions.

O

Pleasa vote and sign on this side exd
retem promplly In the encleced envitps.
Do ot forgat to date yoor prazy. Votas must ba indicated

{1) in Black o7 Bluw ink,

Tha Bozrd of Directsrs recommends a vote FOR the nominees and FOR ratlfication of Lhe salsction

of KPMB LLP ax the Company's Indspandant repistsred public sccounting firm for liscal 2008,
Item 1. Election of Directors

] UJ L]

Nominees: 01 Andrew B. Balson, 02 David Bonderman, 03 Richard W. Boycs,
D4 David A Brandon, 05 John W, Chidsay, 06 Ronald M. Dykes,
07 Peter R. Formanek, 08 Manuel A. Garcia, 09 Adrian Jones,
10 Sanjeev K. Mghra, 11 Stephen G. Pagliuca, 12 Brian T. Swette, and
13 Kneetand C. Youngblood.

R *EXCEFTION

WITHHOLD
At A

(INSTRUCTIQONS: Yo withhold authority to vote for any Individval nominae, mark the
“Exceptions” box and write that nomines's aumber in the space provided below).

*Exception

TELEPHONE

be received by 11:59 pm, Eastern
Standard Time, November 28, 2007.

1-866-823-7283

» Use any touch-tone telephone.
¢ Have your proxy card ready.
the simple

MAIL

telephone must

» Mark, sign and date your proxy
card.

» Detach your proxy card.

* Return your proxy card in the
postage-paid envelope provided.

0

racorded

v FOLD AND DETACH HERE AND READ THE REVERSE SIDE v

FOR  AGAINET ASITAIN

oog

In their discretion, the proxies are authorized to vote upon Such other business as may
properly come before the meeting. | hereby revoke all proxies herstofore given by me
10 vote ai said mesting or any adjournments thereo!.

Item 2. Aatification of tha selzction of KPMG LLP as the
Company's independent registered public
accountlng flrm for fiscal 2008

For address changes/comments, plaase check this box and
write them on the back where indicated.

[

Titis Proxy Card ks only valld when signed and datsd.

NOTE: Please sign axacily 75 yout Rame of iames appesr on (s Proxy. When shares are held joinlly, e2ch
such holder thould $ign. mw 23 Exbiiniod, eministrator, aloimey, trustee o mmmw

Mnﬂusmlmow pmdonlntummb; suthorized otficer

mmm:mummum sign in parinarchip nzme by aXhortzed person.

Date

A

Shre Owner sipn here Co-Owner Bign here




PROXY SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS
OF BURGER KING HOLDINGS, INC. FOR THE 2007 ANNUAL MEETING
November 29, 2007 9:00 a.m. EST

The undersigned hereby constitutes and appoints Anne Chwai and Ben K. Wells, and each of them, as their rue and lawtul agents and proxies with
1uil power of substilution in each, to represent the undersigned at the Annual Mesting of Shareholders of Burger King Holdings, Inc. 1o be hetd at
the Hilton Miami Airpart Hotel, 5101 Blus Lagoon Drive, Miami, Florida 33126, on Thursday, November 29 and at any adjoumments thereof, on all
matters coming belore said meeting.

You are encouraged lo Specily your choices by marking the appropriate boxes, SEE REVERSE SIDE, but you need not mark any boxes ff you wish
to vote in accordance with the Board of Direclors' recommandations. The proxies cannot vote these shares unless you sign and return this card.

This proxy, when properly executed, will be votad in the manner directed herein. i no direction is made, this proxy will be voted FOR the election of directors
and FOR the ratification of the salection of KPMG LLP as tha independent reglstered public accounting firm of the Company for the current fiscal year.

Address Changes/Comments:

{1 you noted any Address Changes/Comments above, please mark comesponding box on the reverse sida.)

Pigase indicate if you plan lo attend this mesting BURGER KING HOLDINGS. INC.
P. BOX 11418 o
YES NO NEW YORK, NY 10203-0418

U O

{Continued and to be signed on the reverse side)




CONTACT

Media Inquiries
IS.378.7277

nvestor Relations Inquiries
3053787696




BURGER KING HOLDINGS, INE.

5505 BLUE LAGOON DRIVE
MIAM!, FLORIDA 33126

WWW.BK.COM




